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PREFACE

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

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

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

The tailormade trade tables serve as the vehicle for a Commission trade-

monitoring or early-warning system, which can alert the Commission to shifts
in trade patterns and focus on areas for further Commission study. The

tailormade trade tables are automatically tested quarterly and annually by
computer against predetermined criteria or "gates" designed to detect aberrant
trade behavior. These criteria include significant changes in (1) the value
and/or quantity and/or unit value for exports and imports, and (2) the pattern
of countries supplying U.S. imports and/or the markets for U.S. exports.

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

Agricultural, animal, and vegetable products
Forest products

Textiles, apparel, and footwear

Energy and chemicals

Minerals and metals

Machinery and equipment

Miscellaneous manufactures.

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

listing of the specific import and export gates that are currently used in the
Commission's system. '



ii

Trade data indicating the origin of U.S. imports, by sources, and the
market countries for U.S. exports are available within the Commission for each
of the 650 commodity groupings covered in the sector tables. 1/ In addition,

the Commission has similar data available on a more detailed product basis
within these groupings.

Appendix B contains data for U.S. trade in articles covered by the MTN

Civil Aircraft Agreement; appendix C contains data for U.S. trade in
motor-vehicle parts and accessories.

This issue of U.S. Trade Shifts in Selected Gommodity Areas includes
estimated data on 1984 domestic consumption, production, employment, and
import penetration ratios for the approximately 650 commodity groups covered
in this report (app. E). These data have been estimated by the Commission's
international trade analysts based on primary and secondary data sources
including discussions with various Government and industry contacts. These
estimated data are subject to change either from future secondary sources or
from the detailed surveys the Commission often conducts in the course of its
statutory investigations or other work.

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

il
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Overview of 1985 U.S. Merchandise Trade

_ During 1985, the U.S. merchandise trade deficit reached a record level of
$136.6 billion, representing a 23-percent increase over the 1984 deficit of
$110.9 billion, and an increase of 125 percent over the 1983 deficit of $60.7
billion. 1/ This surge in the trade deficit 1is generally attributed to a
combination of factors including the strong U.S. economy, the continuing

appreciation of the dollar, large foreign debts and falling oil revenues in
many important U.S. markets, and the increasing export competition from

emerging industrial countries and other industrial nations. In addition to
these factors, however, market conditions unique to specific industries have
also been a major factor in the worsening trade balance.

The $25.7 billion increase in the merchandise trade deficit in 1985
reflects trade balance declines in every major U.S. sector, except petroleum.
The most significant decline occurred in the machinery and equipment sector
where the trade deficit increased by $13.8 billion. This decline is broadly
based, involving many product areas and countries; however, it arises
principally from a strong increase in U.S. demand for foreign-made products,
particularly motor vehicles, consumer electronic products, and office machines.

In 1985, the United States maintained a trade surplus in only two
sectors, agricultural, animal, and vegetable products ($5.5 billion) and
chemicals and related products ($9.1 billion). Merchandise trade deficits
occurred in petroleum, natural gas, and related products ($48.4 billion),
machinery and equipment ($40.9 billion), minerals and metals ($24.3 billion),
textiles and apparel ($14.6 billion), miscellaneous manufactures ($10.2
billion), footwear ($5.8 billion), and forest products ($5.7 billion) (table
1). Within these major sectors there were significant shifts in both U.S.
exports and imports in 1985, as discussed below.

U.S. export developments

U.S. exports declined to $206.9 billion in 1985, representing a decrease
of 2.4 percent from that of 1984. The largest decline was in the agricultural
sector where a strong dollar during most of the year and falling oil revenues
in important markets in the Middle East and Latin America cut into world
demand for exports. Major shifts occurred within all sectors as can be seen
below. -

In the agricultural sector, U.S. exports decreased by 20 percent, from -
$37.6 billion in 1984 to $30.0 billion in 1985. Exports of grain led the
decline, falling from $14.8 billion in 1984 to $9.9 billion in 1985, or by 33
percent. Exports of oilseeds also declined, from $6.0 billion in 1984 to $4.1
billion in 1985, or by 32 percent. The strong U.S. dollar and ample world
supplies contributed to the declining U.S. agricultural export trade.

1/ Import values are based on customs value; export values are based on f.a.s.
value, U.S. port of export.
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In the textiles, apparel, and footwear sector, U.S. exports dropped by
14 percent, from $6.6 billion in 1984 to $5.7 billion in 1985. Most of the
decline was attributable to a drop in exports of raw cotton, down 33 percent,
from $2.4 billion in 1984 to $1.6 billion in 1985, due mainly to U.S. prices
being significantly higher than world prices as well as a general worldwide
oversupply.

In the energy and chemicals sector, U.S. exports of petroleum products
increased by 8 percent in 1985 to $3.9 billion compared with $3.6 billion in
1984. The principal markets for these exports were Japan, Canada, and
Mexico. U.S. exports of coal increased from $4.7 billion in 1984 to $5
billion in 1985. U.S. coal exports were primarily bituminous and lignite
coals and coke used in the manufacture of steel. U.S. fertilizer exports
decreased from $2.7 million in 1984 to $2.6 billion in 1985. Some analysts
stated that the strength of the U.S. dollar vis-a-vis other currencies was
partially responsible for the decline in U.S. exports of these products.

In the machinery and equipment sector, U.S. exports of aircraft increased
by 32 percent to $14.3 billion, and exports of passenger automobiles increased
by 24 percent to $6.1 billion. Increased exports of aircraft were related to
U.S. dominance in the production of large transport aircraft, whereas,
increased exports of passenger automobiles were associated with developments
in the U.S. and Canadian auto industries. Exports of earth moving and mining
machinery increased by 11 percent to $4.5 billion. A significant decline in
exports in 1985 was represented by semiconductors. Exports of these devices
declined by 20 percent in 1985, decreasing to $4.3 billion. Such exports of
semiconductors consisted largely of wafers and dice sent to developing
countries for assembly.

U.S. import developments

U.S. imports increased to $343.6 billion in 1985, representing an
increase of $20.6 billion or 6 percent compared with imports in 1984. Imports
were up in all major sectors except the petroleum and minerals and metals
sectors. The largest increase was in the machinery and equipment sector where
motor-vehicle imports led in large part to a $18.2 billion rise. Significant
shifts occurred within all sectors as shown below.

In the agricultural sector, U.S. imports increased by 5 percent, or from
$23.4 billion in 1984 to $24.5 billion in 1985. Imports of fresh fruit
increased from $1.1 billion to $1.3 billion; fruit juices increased from $809-
million to $918 million; fresh or frozen fish, from $1.4 billion to $1.5
billion; and meat (except poultry meat), from $2.1 billion to $2.3 billion.

In the textiles, apparel, and footwear sector, U.S. imports set a new’
record at $26 billion, up 11 percent from $23 billion in 1984. The leading
suppliers of textiles and apparel to the United States were Hong Kong, the
Furopean Community, Taiwan, and Korea, with a combined total of $11.3 billion,
or 56 percent of the total. The largest increases were posted by sweaters, up
30 percent from $1.7 billion to $2.2 billion, and women’s apparel, such as

vil
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shirts, blouses, trousers, slacks, shorts, and dresses, up 17 percent from
$4.7 billion to $5.5 billion. Footwear imports increased from $5.2 billion to
$6.0 billion. The four largest suppliers of footwear were Taiwan, Korea, the
European Community, and Brazil, with a total of $4.9 billion or 82 percent of
the total.

In the energy and chemicals sector, U.S. imports of petroleum, natural
gas, and related products decreased by 12 percent in 1985 compared with that
of 1984, dropping to $53 billion. The decrease was attributed to the
continuation of lower demand for products refined from crude petroleum and an
oversupply of crude petroleum on the world market. U.S. imports of
fertilizers and fertilizer materials decreased by $268 million, or 16 percent
in 1985, to $1.4 billion. U.S. imports of fabricated rubber and plastics
products increased by 24 percent to $1.8 billion in 1985. Lower foreign labor
costs in developing countries and the strength of the U.S. dollar during this
period were the principal reasons cited for the increase.

In the minerals and metals sector, the preliminary effects of the
President's program, under which imports of certain steel products are limited
through voluntary restraint agreements (VRA's), is believed to be largely
responsible for the 6-percent decline in steel imports, which fell to $9.6
billion in 1985, from $10.2 billion in 1984. The greatest declines in imports
occurred in sheets and strip and pipes and tubes. The VRA's, most of which
were agreements effective retroactively to October 1, 1984, are scheduled to
remain in effect for the 5-year period ending September 30, 1989.

"U.S. imports of machinery and equipment showed a large increase in 1985,
as passenger automobiles rose by 25 percent to $38.6 billion. An increase in
demand for Japanese-produced motor vehicles was the principal reason. During
the year, imports of office machines increased by 9 percent to $11.5 billion,
‘and imports of tape recorders and tape players, principally video cassette
recorders, increased by 44 percent to $7.6 billion. Imports of electric
motors, generators, transformers, and related equipment increased by 17
percent to $2.2 billion. Imports of semiconductors in 1985 showed a
significant decline, falling by 25 percent to $5.8 billion.

In the miscellaneous manufactures sector, U.S. imports of furniture rose
32 percent, from $2.5 billion to $3.3 billion, as U.S. consumers purchased
record amounts of furniture, particularly wood furniture, taking advantage of
the improved economy and attractive prices offered from certain importers.
Imports of blank magnetic recording media climbed 50 percent, from
$710 million to $1.1 billion, reflecting the growing popularity of video and
audio recording devices. Imports of jewelry also rose between 1984-85, from
$1.7 billion to $2.3 billion, or by 34 percent, as the popularity of precious
metal jewelry, particularly from Italy, continued to expand. The growth of
imports of scientific instruments slowed somewhat from that of the previous
year, increasing 19 percent, from $1.9 billion in 1984 to $2.3 billion in
1985, demonstrating improved availability of competitively priced foreign-made
products.

viii
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U.S. bilateral trade

The United States experienced worsening trade balances with the majority
of its major trading partners during 1985 (table 2). The largest declines in
the U.S. trade balance occurred with Japan (down $12.7 billion), the European
Community (EC) (down $8.8 billion), and Canada (down $2.0 billion).

As indicated previously, the rising U.S. trade deficit stems in part from
the continued strength of the U.S. dollar during 1985 relative to other major

currencies. Despite declines in the latter part of 1985, the International
Monetary Fund's weighted-average foreign-currency value of the U.S. dollar was
up 4.5 percent for all of 1985 from the level of that in 1984. This increase
suggests a continuing decrease in U.S. competitiveness in export markets. The
value of the U.S. dollar relative to other major currencies is shown in the
following tabulation (average currency units per U.S. dollar):

Percentage
Currency 1984 1985 change
———————— Per U.S. dollar—---—-- Percent
Yen (Japan)......oeeeevveeenes 237.52 238.54 o]
Pound (United Kingdom)........ .7518 ' .7792 4
Franc (France).......soeeveoeee 8.7391 8.9852 3
Dollar (Canada).......... creee 1.2951 1.3655 5
Lira (Italy)...ceveenenencnnn 1,756.96 1,909.44 9
Deutsche mark (West Germany).. 2.8459 ’ 2.9440 3

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

Japan.--The U.S. merchandise trade deficit with Japan increased by 38
percent in 1985 compared with that in 1984, reaching $46.6 billion. Despite a
significant appreciation in the value of the yen in the latter part of 1985,
U.S. imports from Japan rose by 16 percent to $68.2 billion, and U.S. exports
to Japan declined by 5 percent to $21.6 billion.

The increasing deficit with Japan was related largely to trade in
manufactured goods. 1In 1985, U.S. imports of machinery and equipment from
Japan were valued at $51.5 billion compared with $41.6 billion in 1984,

representing an increase of 24 percent. 1In contrast, U.S. exports of these
products to Japan remained relatively flat, increasing by 6 percent to $5.4

billion. A large share of trade in machinery and equipment consisted of

articles containing high-valued added content and included motor vehicles,
office machines, and consumer electronic products. Imports of mineral and

iX
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metal products from Japan in 1985, principally products made of iron and
steel, exceeded exports to Japan in 1984 by $4.4 billion, or by more than

8 percent. U.S. imports of miscellaneous manufactured products from Japan
also exceeded U.S. exports by more than $4.0 billion. 1In 1985, the United
States did experience a trade surplus with Japan in three product categories:
agricultural products ($5.3 billion); forest products ($1.4 dbillion); and
chemical products ($1.7 billion).

Canada.--The balance in U.S. merchandise trade with Canada continued to
worsen in 1985, registering a record deficit of $23.9 billion, an increase of
$2.0 billion, or 9 percent, from the 1984 trade deficit of $21.8 billion.
Although U.S. exports to Canada increased, from $44.5 billion in 1984 to $45.0
billion in 1985, an increase of $500 million (1 percent), U.S. imports from
Canada increased by a greater amount, rising by $2.6 billion, or 4 percent,
during the same period, from $66.3 billion in 1984 to $68.9 billion in 1985.

The 1985 trade deficit of $23.9 billion with Canada represented 17 percent of
the overall 1985 U.S. merchandise trade deficit of $136.6 billion.

The commodity sectors primarily responsible for the increased U.S.
merchandise trade deficit with Canada included petroleum and related products,
which made up 1 percent of U.S. exports to Canada and 14 percent of U.S.
imports from Canada in 1985. U.S. imports of petroleum products (particularly
natural gas) rose in 1985 following declines in export prices of such products
in Canada. Also contributing to the worsening trade balance were agricultural
and forest products, which together made up 7 percent of U.S. exports and 19
percent of U.S. imports. In particular, U.S. exports of specialty paper
products declined, and U.S. imports of a variety of processed and
semiprocessed wood products increased, due in part to the rising (in real
terms) U.S. dollar. Together, petroleum and related products and
agricultural/forest products suffered a decline in net exports of $1.5

billion, over three-fourths of the total change in the U.S.-Canadian trade
balance.

In addition, significant trade shifts were seen in other commodity
sectors.  U.S. exports of machinery and equipment, particularly parts to be
assembled in Canada, increased by $1.3 billion, or 5 percent, from 1984 to
1985. An improving Canadian manufacturing sector also caused a decline in
U.S. exports of chemicals and related products, which fell by $500 million, or
10 percent. U.S. imports of machinery and equipment rose in 1985 to $29.4
billion, from $27.9 billion in 1984, increasing by $1.5 billion, or 5 percent.

Buropean Communities.--Because of a sharp rise in U.S. imports, the U.S.
merchandise trade deficit with the European Communities (EC) continued to rise
in 1985, increasing by $8.8 billion (73 percent) to $20.9 billion, compared
with a 1984 deficit of $12.1 billion and a 1983 deficit of only $1.3 billion.
U.S. merchandise imports from the EC totaled $64.5 billion in 1985, up by $7.6
billion (13 percent) from 1984 imports of $56.9 billion, and U.S. exports to
the EC declined slightly, from $44.8 billion in 1984 to $43.6 billion in 1985,
a drop of $1.2 billion, or 3 percent. The 1985 trade deficit of $20.9 billion
with the EC represented 15 percent of the overall 1985 U.S. merchandise trade
deficit of $136.6 billion.
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The continuing recovery of the European manufacturing sector in 1985,
characterized by moderating wage demands, smaller price increases, increasing
profitability, and a continued trend toward deregulation, along with a rising
7.8, dollar in January-June 1985, allowed EC producers to compete more
effectively with the United States. Although virtually all merchandise groups
contributed to the increased U.S. trade deficit, of particular importance were
" two sectors that constitutée the bulk of U.S.-EC trade, machinery and equipment
and agricultural products. U.S. imports of machinery and equipment climbed by
$5.3 billion in 1985 to $26.0 billion, compared with $20.7 billion in imports
in 1984. Net U.S. exports of agricultural products declined sharply in 1985,
totaling only $860 million compared with $2.4 billion in 1984, representing a
drop of $1.6 billion. In both merchandise sectors, these shifts between 1984
and 1985 continued a longer trend that has been blamed in part on the strong
U.S. dollar; these trends should, therefore, level off in 1986 as the dollar
becomes relatively less expensive.

Brazil.--U.S. exports to Brazil increased by 18 percent to $3.1 billion
in 1985 compared with exports in 1984. U.S. imports from Brazil increased
only 5 percent to $7.6 billion in 1985 from $7.2 billion in 1984. As a result
of the larger increase in exports compared with imports, the U.S. merchandise
trade deficit with Brazil decreased by $136 million, or 3 percent in 1985, to
$4.5 billion. :

Merchandise sectors accounting for the largest share of exports to Brazil
in 1985 were machinery and equipment, 44 percent; chemicals and related
products, 28 percent; and agricultural, animal, and vegetable products, 15
percent. Exports of machinery and equipment increased by 49 percent in 1985
to $1.4 billion compared with that of 1984. Increasing industrialization
accounted for the increase in exports of these products along with some
relaxation of the Brazilian domestic content requirements. U.S. exports of
chemicals and related products to Brazil decreased by 16 percent, from §1.5
billion in 1984 to $1.3 billion in 1985. Analysts stated that the strong
dollar vis-a-vis other currencies was the principal reason Brazilian
manufacturers shifted from U.S. sources for certain chemicals to other foreign
producers with a more favorable currency exchange rate. 1In addition, Brazil
is actively pursuing a program of development for its chemicals processing
industries in order to satisfy domestic demand and increase exports of these
products. U.S. exports of agricultural, animal, and vegetable products to
Brazil decreased by 8 percent to $471 million in 1985 compared with $509
million in 1984. Except for certain grains, and dried vegetable oils, Brazil
is largely self-sufficient in agricultural products.

Merchandise sectors accounting for the largest share of U.S. imports from
Erazil in 1985 were agricultural, animal, and vegetable products, 33 percent;
machinery and equipment, 16 percent; minerals and metals, l4 percent; and
footwear, 12 percent. The United States has been historically a large
importer of Brazilian agricultural products. Among the principal imported
products are coffee, cocoa, tobacco, and sugar. U.S. imports of agricultural
products increased by $208 million, or 9 percent in 1985, to $2.5 billion from
$2.2 billion in 1984. In 1985, U.S. imports of machinery and equipment from
Brazil increased to $1.2 billion from $968 million in 1984, or a change of 21
percent. A wide range of these products is imported from Brazil, including
automotive parts. Imports of minerals and metals, including certain iron and
steel products, went from $1.2 billion in 1984 to $1.1 billion in 1985, or a
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decrease of 13 percent. U.S. imports of nonrubber footwear from Brazil
increased by $25 million, or 3 percent in 1985, to $904 million compared with
$879 million in 1984. Brazil is the fourth largest supplier of imported
footwear.

Hong Kong.--The U.S. merchandise trade deficit with Hong Kong, after
increasing by an annual average of 30 percent, or about $1 billion between

1982 and 1984, rose by 8 percent, or $434 million, in 1985 to $5.8 billion.
The smaller increase during 1985 resulted primarily from a slowdown in U.S.

imports from Hong Kong, which after rising by 23 percent annually in 1983-84,
increased by only 2 percent in 1985. U.S. exports to Hong Kong declined by 9
percent in 1985 to $2.6 billion.

Nearly 60 percent, or $3.4 billion, of the total trade deficit with Hong
Kong occurred in textiles and apparel, the largest import category; most of
the remaining deficit was accounted for by machinery and equipment ($1.2
billion) and miscellaneous manufactures ($1.5 billion). Imports of textiles
and apparel from Hong Kong in 1985 increased by 10 percent over those in 1984
to $3.5 billion, following growth of 31 percent in 1984. Apparel accounted
for 94 percent of the total, or almost $3.3 billion, making Hong Kong the
largest source for imported apparel.

Significant declines occurred in imports and exports of machinery and
equipment, the most important sector in terms of two-way trade, where
U.S./Hong Kong trade in 1985 decreased by nearly $600 million compared with
that in 1984 to $3.1 billion. U.S. exports dropped by 14 percent to $982
million and U.S. imports decreased by 16 percent to $2.1 billion. These
declines are largely attributed to declining two-way trade in parts of
computers--the largest export item in this sector--brought about by excessive
inventory buildup in 1984 followed by a slowdown in the growth of consumption
of small computers in 1985.

_ The trade deficit in the miscellaneous manufactures sector during 1985
grew by 10 percent over that in 1984 to $1.5 billion, representing 27 percent
of the total trade deficit with Hong Kong. The increase in this sector's
trade deficit is attributed largely to the growth in U.S. imports of dolls,
toys, watches and watch movements, and jewelry for which Hong Kong is a major
producer and supplier.

India.--The U.S. merchandise trade deficit with India, after increasing
considerably to a record $1.0 billion in 1984, declined by 35 percent to $654
million in 1985. The smaller deficit resulted from a 5-percent increase in
U.S. exports to $1.6 billion and an ll-percent decrease in U.S. imports™to

$2.3 billion in 1985. The improving trade picture with India during 1985
 largely reflected substantially smaller U.S. imports of petroleum, the largest
single import category during 1983-84, continued rapid growth in U.S. exports
of chemicals, which displaced machinery and equipment as the largest export
category during 1985, and a relatively significant decline in U.S. imports of
minerals and metals, the largest import category in 1985. Partially
offsetting these gains, however, was the decline that took place in U.S.

exports of agricultural products, which had been the largest export item
during 1983.
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Korea.--Nearly tripling the 1983 deficit of $1.5 billion and 23 percent
more than the $3.5 billion deficit of 1984, the U.S. merchandise trade deficit
with Korea reached a record $4.3 billion in 1985. U.S. imports from Korea
increased from $9.3 billion in 1984 to $10.0 billion in 1985; conversely, U.S.
exports to Korea decreased from $5.8 billion to $5.7 billion.

Continuing past trends, the largest negative trade balances in 1985
occurred in the textiles and apparel sector ($2.1 billion), miscellaneous
manufactures ($1.2 billion), and the footwear sector ($1.1 billion). U.S.
imports primarily contributing to the deficit in these sectors included
wearing apparel, stuffed toy animals, leather handbags, jewelry, and nonrubber
footwear. In terms of surplus trade, the agricultural sector reported the
largest positive trade balance, valued at $1.0 billion in 1985. Agricultural
exports from the United States to Korea consisted largely of wheat, cattle
hides, corn, and soybeans.

The most significant trade shift took place in the miscellaneous
manufactures sector with an increase in the deficit of 23 percent between 1984
and 1985, from $0.94 billion to $1.16 billion. Although U.S. exports of
miscellaneous manufactures increased by $6 million between 1984 and 1985, it
was not sufficient to offset the significantly larger increase in imports
valued at $221 million. The two largest import increases in this sector
occurred in the categories for toys, models, and dolls, and for recordings and
recording media, accounting for approximately 38 percent and 30 percent,
respectively, of the total. The rise in these imports reflects the continued,
growing popularity of a number of toy items and imitations as well as audio
and video media and equipment. Another significant shift was reported in
agricultural trade, which decreased from a surplus of $1.15 billion to
$0.98 billion between 1984 and 1985, or by about 15 percent. The bulk of the
decline was a result of decreased U.S. exports of corn to Korea. The decline
in corn exports was largely attributed to the world surplus and increased
competition from other corn-producing nations, chiefly China and Thailand.

Mexico.--U.S. trade with Mexico during 1985 resulted in a deficit of $5.9
billion, representing a decline of 7 percent from the deficit of $6.3 billion
in 1984. Underlying the deficit were increases in both imports and exports.
Total U.S. imports increased to $18.9 billion in 1985, or 7 percent more than
the $17.8 billion imported in 1984; exports increased 14 percent to $13.1
billion in 1985, up from $11.5 billion in 1984. The largest deficit continued

to occur in petroleum ($7.3 billion), followed by chemicals and related
products ($1.1 billion). -

Imports from Mexico increased in all product sectors in 1985, with the =
exception of chemicals and related products, where a 5-percent decrease
occurred. Petroleum accounted for 41 percent of total imports from Mexico
(principally crude petroleum), followed by machinery and equipment (29
percent), agricultural products (10 percent), and minerals and metals
(7 percent).
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With respect to exports to Mexico, increases occurred in 2ll merchandise
sectors in 1985, with the exception of agricultural products, where a

20-percent decline occurred. Machinery and equipment accounted for the
largest increase with 47 percent of U.S. exports. Chemicals and related
products and agricultural products each accounted for 13 percgnt of exports.

Machinery and equipment experienced the largest trade shift «din 1985,
registering an increase of $2.6 billion in exports of motor-vehicle parts,
office machine parts, and television and other electronic parts.  Many of -
these parts were sent to Mexico for processing and assembly and then were
reimported into the United States under the provisions of item 806.30 and
807.00 of the Tariff Schedules of the United States.

Taiwan.--Nearly doubling since 1983, the U.S. merchandise trade deficit
with Taiwan in 1985 was $12 billion, up 20 percent from the deficit in 1984.
U.S. imports from Taiwan totaled $16.4 billion in 1985, up 11 percent from
$14.7 billion in 1984; U.S. exports to Taiwan declined from $4.7 billion in
1984 to $4.3 billion in 1985, or by 9 percent.

The deficit for machinery and equipment was the largest sectoral deficit
in 1985 at $3.5 billion, reflecting U.S. imports principally of computers,
data processing equipment and parts, ceiling and other electric fans,
televisions, and telephone sets. Imports of luggage, furniture, handbags,
toys, and dolls contributed largely to the 1985 deficit of $3.2 billion in
miscellaneous manufactures. Taiwan remained as the largest supplier of

footwear with imports from Taiwan equaling the margin of the total 1985 U.S.
" trade deficit of $1.8 billion for these items. There was an overall deficit
with Taiwan of $2.6 billion for other textile and apparel items, reflecting
increased imports of clothing items, especially sweaters and shirts. The
largest trade surplus again occurred in the agricultural sector, with yellow
corn, soybeans, and cattle hides the principal products exported. A slight
trade surplus occurred in the chemical, petroleum, natural gas, and related
products area as Taiwan imported 51gn1f1cant amounts of coal, certain acids,
and other chemicals.

The greatest trade shift among all categories occurred in the chemicals
and related products area as the U.S. trade surplus with Taiwan in these
products fell from $244 million in 1984 to $7 million in 1985. A large
percentage of that decline occurred as a result of decreased exports of
fertilizer and other specialized chemicals such as caprolactam monomer.
Taiwan shifted the purchasing of many of these items to Far Eastern suppliers
partly in response to higher U.S. prices. There was also a significant
deterioration in U.S. exports in the petroleum, natural gas, and related’
products sector as the U.S. trade surplus with Taiwan declined from
$116 million to $26 million. Virtually all of this decline can be attributed
to the decrease in exports of heavy fuel oil. Taiwan also changed its source
for this product to Saudi Arabia primarily because of lower Saudi prices.

The Organization of Petroleum Exporting Countries (OPEC).--The u.s.
merchandise trade deficit with OPEC in 1985 was $11.3 billion, or 13 percent

less than the 1984 trade deficit. U.S. imports of goods from OPEC in 1985
were valued at $22.7 billion compared with $26.4 billion in 1984. U.S.
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exports to OPEC decreased by 15 percent to $11.4 billion in 1985 from $13.5
billion in 1984. With rapidly decreasing crude petroleum prices, OPEC has
reduced trade in almost all sectors to preserve foreign currency holdings.

On a merchandise sector basis, 86 percent of all imports from OPEC in
1985 were petroleum, natural gas, and related products. U.S. imports of both
crude petroleum and petroleum products decreased by 11 percent in 1985
compared with imports of these products in 1984. The principal sources of
crude petroleum in 1985 were Mexico, Canada, and Indonesia. For petroleum
products in 1985, the principal sources were Venezuela, Algeria, and Canada.

Merchandise sectors accounting for the largest share of exports to OPEC
in 1985 were machinery and equipment, 50 percent; and chemicals and related
products, 11 percent. U.S. exports of machinery and equipment to OPEC
decreased B percent in 1985 to $5.7 billion from $6.2 billion in 1984. OPEC's
declining crude petroleum income and the strength of the U.S. dollar vis-a-vis
other currencies were cited as the two principal causes for the decrease. The
two latter reasons also explain in part the 17-percent decrease in 1985 U.S.
exports to OPEC of chemicals and related products compared with exports of
like products in 1984. 1In 1985, exports of chemicals and related products
were valued at $466 million. Most of the products were plastic polymer resins
and specialty products not available from domestic OPEC manufacturers.

Nonmarket economy countries (NME's).--The United States had a merchandise
trade surplus with these countries of $1.2 billion in 1985, down from $2.0
billion in 1984. The decline in the U.S. trade surplus with NME's in 1985 was
due mainly to an increase from $5.2 billion to $5.8 billion in imports,
continuing a trend of increasing imports in recent years. Exports decreased
slightly, from $7.2 billion in 1984 to $7.0 billion in 1985, following a sharp
increase the previous year. China played an increasingly important role in
U.S. trade with NME's in 1985, accounting for 54 percent of U.S. exports to
NME's in 1985, up from 42 percent in 1984, and providing 67 percent of U.S.
imports from NME's, up from 58 percent in 1984.

The largest trade surpluses with NME's in 1985 occurred in agricultural
products ($1.9 billion) and in machinery and equipment ($1.9 billion), and the
largest deficits were in textile products ($1.2 billion) and petroleum
products ($1.5 billion). Exports of agricultural products to NME's (largely
grains) declined sharply in 1985 to $2.3 billion from $3.9 billion in 1984,
resulting in a decline compared with the large trade surplus in agricultural
products in 1984 . The surplus in machinery and equipment was up sharply from
that of 1984, as exports doubled from nearly $1.1 billion in 1984 to over $2.1 -
billion in 1985. The largest increases in exports of machinery and equipment
were in airplanes and parts. The deficit in textile products increased
slightly from that of 1984, as imports continued at record levels, reaching
$1.6 billion in 1985. Exports of textile products were small relative to
imports, even though NME's were the leading export market for some textile
items. U.S. imports of petroleum products from NME's have increased
substantially each year for several years, reaching $1.5 billion in 1985; U.S.
exports of these products to NME's are negligible by comparison.
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U.S. imports from China totaled $3.8 billion in 1985, up 27 percent from
$3.0 billion in 1984. U.S. exports totaled $3.9 billion, also up 27 percent
from that of 1984. The United States had a small trade deficit with China in
both years. Imports from China increased in most product categories but most
notably in crude petroleum, reaching $0.7 billion, with China supplying nearly
all the U.S. imports from NME's. Imports also increased in miscellaneous
products, such as dolls and toys, reaching $0.5 billion in 1985, and in
textiles and apparel which amounted to $1.4 billion in 1985. The sharpest
increase in U.S. exports to China was in airplanes and parts, with China
taking nearly all U.S. exports of these products to NME's. The U.S.S.R. was
about equal with China as an export market in 1983 and 1984, but U.S. exports
to the U.S.S.R. dropped sharply in 1985 to $2.4 billion from $3.3 billion in
1984, mainly attributable to a decline in shipments of U.S. wheat. The
U.S.S.R. is much less important than China as a supplier of U.S. imports,
shipping a total of $0.4 billion in 1985. Certain chemicals and petroleum
products constitute the leading imports from the U.S.S.R.
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ANALYSES OF TRADE SHIFTS, BY SECTORS






Agricultural, Animal, and Vegetable Products 1/

The U.S. merchandise trade balance in agricultural, animal, and vegetable
products worsened in 1985, with the surplus of exports over imports declining
sharply to $5.5 billion, compared with a §$14.2 billion surplus in 1984
(table 3, fig. 1). Total U.S. exports of these products declined by
$7.6 billion, or 20 percent, from $37.6 billion in 1984 to $30.0 billion in
1985. At the same time, U.S. imports increased by $1.1 billion (5 percent),
from $23.4 billion in 1984 to $24.5 billion in 1985. Declining o0il revenues
in such important foreign markets as the Middle East and Latin America cut
into world demand for U.S. exports in 1985. The continuing economic recovery
in the United States contributed to the increase in U.S. imports in 1985.

The decline in U.S. exports of agricultural products was felt mostly by
producers of grains and oilseeds. U.S. exports of grains in 1985 totaled
$9.9 billion, representing a decline of $4.9 billion (33 percent) from that in
1984; U.S. exports of oilseeds in 1985 totaled $4.1 billion, down by
$1.9 billion (32 percent) from that in 1984,

The increase in U.S. imports of agricultural products was attributable
primarily to increased imports of fresh fruits and fruit juices, fresh or
frozen fish, and meat. U.S. imports of fruit juices increased by $109 million
from 1984 to 1985, from $809 million to $918 million. At the same time,
imports of fresh fruit increased by §197 million, from $1.05 billion to
$1.25 billion. In 1985, U.S. imports of fresh or frozen fish totaled
$1.54 billion, representing an increase of $182 million over imports in 1984
of $1.36 billion. U.S. imports of meat (except poultry) rose from
$2.13 billion in 1984 to $2.31 billion in 1985.

U.S. bilateral trade

U.S. trade in agricultural products is carried out with numerous trading
partners throughout the developed and developing world, with only moderate
concentration of trade in particular sources or markets. The single largest
source of U.S. imports of agricultural products in 1985 was the EC, which
accounted for 18 percent of the total imported value; the next largest sources
were Canada, with 13 percent, and Brazil, with 10 percent. On the export
side, the largest market for U.S. agricultural produets was Japan; which
accounted for 19 percent of total exported value in 1985; next in size were
the EC, with 18 percent; OPEC, with 8 percent; and the nonmarket ecomomies
(NME's), with 8 percent. There were no significant shifts in relative
position among the major sources of U.S. imports or markets for U.S. exports
from 1984 to 1985.

1/ Included here are the commodities classified in schedule 1 of the Tariff
Schedules of the United States: Animal and vegetable products.
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The principal shifts in the U.S. agricultural trade balance from 1984 to
1985 included a $1.6 billion decline in the trade surplus with the EC, from
$2.42 billion in 1984 to $860 million in 1985; a $1.5 billion decline in the
surplus with NME’s, from $3.4 billion to $1.9 billion; and a $1 billion drop
in the surplus with Japan, from $6.3 billion to $5.3 billion.

The shifts in the U.S. agricultural trade balance were mainly because of
sharp declines in U.S. exports to principal markets. Such exports to every
major market declined from 1984 to 1985. Large declines were seen in exports
to NME’s, where improving domestic grain production, coupled with increased
purchases from third parties, acted to depress demand for U.S. exports.
Exports to the EC also declined as EC production surpluses comntinued to grow.

Commodity analyses

Malt beverages.--U.S. exports of malt beverages in 1985 amounted to 22
million gallons, valued at $45 million, representing an increase of 91 percent
in quantity and 79 percent in value over that of 1984. An increase in exports
to Canada accounted for most of the overall increase. A labor dispute between
the three major brewers in Ontario and 4,000 unionized workers resulted in
short beer supplies in Canada in January-June 1985. Following the settlement
of the dispute in the spring of 1985, U.S. exports returned to more normal
levels.

William A. Lipovsky
724-0097

Fruit.--U.S. imports of fresh fruit amounted to 8.9 billion pounds,
valued at $1.3 billion in 1985, up 14 percent in quantity and 19 percent in
value from that of 1984. 1/ The principal sources of these fresh fruit were
Ecuador, Chile, Honduras, Costa Rica, Mexico, and Colombia. Fresh bananas
from Ecuador, Honduras, and Panama and fresh grapes, peaches, and nectarines
from Chile accounted for the bulk of the increase. Imports of prepared or

1/ On Aug 27, 1985, the U.S. International Trade Commission issued its
preliminary determination in investigation No. 701-TA-254 on_ certain red
raspberries from Canada, including fresh raspberries, that an industry&in the
United States is materially injured or threatened with material injury by
reason of imports from Canada. .On Oct. 21, 1985, the Commission instituted
its final investigation ‘on this matter. The International Trade
Administration (ITA) of the U.S. Department of Commerce had determined a
preliminary subsidy by the Government of Canada being paid on these raspberry
exports to the United States of 0.98 percent ad valorem. The ITA had been
scheduled to announce the final subsidy margin on Dec. 26, 1985. Effective
Jan. 9, 1986, the ITA suspended its countervailing duty investigation because
it had signed an agreement with the Governments of Canada and the Province of
British Columbia whereby the Canadians agreed to offset or eliminate )
completely all benefits that the ITA had found to be subsidies. As a result,
the Commission suspended simultaneously its investigation of the raspberry
imports from Canada as well.



preserved fruit (except dried) reached 1.0 billion pounds, valued at

$366 million, in 1985, up 27 percent in quantity and 17 percent in value over
that of 1984. Spain, the Philippines, and Thailand were the major sources of
imports in 1985. A large share of the increase in 1985 was attributable to
canned pineapple imported from the Philippines and Thailand.

Robert T. Roeder
724-1170

Oilseeds and animal and vegetable fats and oils.--U.S. exports of
oilseeds and animal and vegetable oils and fats continued their downward
spiral in 1985, as weak foreign markets and abundant foreign supplies undercut
U.S. exports. U.S. exports of oilseeds, which are largely soybeans, declined
by 34 percent to $3.9 billion in 1985, compared with such exports in 1984.
Exports of soybeans fell by 13 percent in volume to 37 billion pounds
(620 million bushels), and by 31 percent in value to $3.8 billion in 1985,
reaching the lowest export level since 1976. The export unit value for
soybeans declined by 20 percent, from $7.57 per bushel in 1984 to $6.04 per
bushel in 1985. Exports of animal and vegetable oils also decreased,
declining by 17 percent in volume to 5.7 billion pounds, and by 24 percent in
value to $1.5 billion in 1985. With domestic prices for vegetable oils
generally exceeding those of foreign suppliers, foreign markets were
increasingly served by suppliers in the EC, Malaysia, and the Philippines.
U.S. imports of vegetable oils--led by larger volumes of imported coconut oil
and palm oil--rose by 30 percent in volume to 2.1 billion pounds, but declined
by 6 percent in value to $630 million as Philippine, Indonesian, and Malaysian
supplies of coconut and palm oils became more abundant at reduced prices. 1/

John Reeder
724-1754

Fresh, chilled, or frozen pork and canned hams.--U.S. imports of fresh,
chilled, or frozemn pork and canned hams increased from 726 million pounds
(product weight), valued at $687 million, in 1984 to 867 million pounds, valued
at $784 million, in 1985. Imports from Canada, almost all of which consisted
of fresh, chilled, or frozen pork, increased by 61 million pounds (from
347 million pounds in 1984 to 408 million pounds in 1985) and by $32 million

1/ On Aug. 16, 1985, the Commission initiated its final investigations
Nos. 731-TA-236 and 237, Certain castor oil products from Brazil to determine
whether an industry in the United States is materially injured, or is
threatened with material injury by reason of imports of certain hydrogenated
castor oil from Brazil being sold in the United States at less than fair
value. In January 1986, the Commission determined that an industry in the
United States was not materially injured or threatened with material injury by
reason of imports from Brazil of certain hydrogenated castor oils that have
been found by the Department of Commerce to be sold in the United States at
less than fair value (LTFV).




(from $252 million to $284 million). 1/ Imports from Denmark increased by

58 million pounds (from 230 million pounds in 1984 to 288 million pounds in
1985), and by $55 million, in terms of value (from $259 million to

$314 million). Imports of fresh, chilled, or frozen pork from Denmark
increased by 42 million pounds and by $27 million, whereas imports of canned
hams increased by 26 million pounds and $28 million. In December 1985, the
Commission concluded a factfinding investigation concerning the competitive-
ness of U.S. producers of pork. 2/ Domestic interests have publically stated
that they are considering filing countervailing and/or antidumping complaints
concerning pork imports from the European Community.

David E. Ludwick
724-1763

Nonalcoholic beverages.--U.S. imports of soft drinks and certain other
nonalcoholic beverages increased from $66 million in 1984 to $122 million in
1985, or by 85 percent. Increases in imports from France and Mexico accounted
for the bulk of the increase in the total; U.S. imports of mineral waters from
France nearly doubled, increasing from $27 million in 1984 to $53 million in
1985, and imports of beverages in the basket category "beverages, not
specially provided for other than carbonated soft drinks" from Mexico
increased from $2 million in 1984 to $25 million in 1985. Beverages imported
under this basket category include fruit nectars, nonalcoholic beers and
wines, and fruit drinks. Factors contributing to this increase include a
possible misclassification of certain items under this category (according to
Customs officials), competitive pricing of nectars and fruit drinks in
relation to juices, and increased consumer demand for nonalcoholic beverages.

Toni James
724-0017

Grains.--U.S. exports of grains declined from $14.8 billion in 1984 to
$9.9 billion in 1985, or by 33 percent. About 36 percent of the decline was
accounted for by reduced shipments of corn, and 59 percent was accounted for
by reduced shipments of wheat. Between crop years 1983/84 and 1984/85 (grain
crop years run from July to June), world production of wheat and coarse grains
rose by more than 13 percent, from 1,176 million metric tons to 1,323 million
tons, whereas world trade increased by only 7 percent. As a result, world
ending stocks increased by nearly 27 percent. The rise in world food and feed
grain supplies created increased competition among world exporters.

1/ Oon July 31, 1985, the U.S. International Trade Commission issued its final
determination in investigation No. 701-TA-224, Live Swine and Pork from
Canada. The Commission determined that an industry in the United States is
materially injured by reason of imports from Canada of live swine and that an
industry in the United States is not materially injured or threatened with
material injury, and that the establishment of an industry in the United
States is not materially retarded, by reason of imports from Canada of fresh,
chilled, or frozen pork. '

2/ The Competitive Position of U.S. and European Community Pork in the United
States and Third Country Markets, Investigation No. 332-213, USITC Publication
1794, December 1985. 8
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U.S. imports of scallops, the third leading import item, rose from
27 million pounds, valued at $117 million, in 1984 to 42 million pounds,
valued at $147 million, in 1985. This represented an increase of 54 percent
in quantity and 25 percent in value. The rise in U.S. scallop imports
resulted mainly from a decline in U.S. scallop landings in 1985. The smaller
increase in value was the result of a rise in lower value imports from
nontraditional suppliers, including Japan and Peru. The average unit value of
U.S. scallop imports dropped from $4.30 per pound in 1984 to $3.50 per pound
in 1985. ‘

Douglas Newman
724-0087

Vegetables, fresh, chilled, or frozen.--U.S. exports of fresh, chilled,
or frozen vegetables amounted to 1.4 billion pounds, valued at $309 million,
in 1985, down by 22 percent in quantity (21 percent in value) from 1.9 billion
pounds, valued at $390 million, in 1984. Nearly 70 percent of the decline (in
terms of quantity) was accounted for by reduced shipments of fresh vegetables
to Canada, historically the most important market for U.S. fresh vegetable
exports. Exports of fresh onions and lettuce together fell from 610 million
pounds, valued at $82 million, in 1984 to 405 million pounds, valued at
$51 million, in 1985, reflecting the rising share of Canadian consumption
accounted for by Canadian production. Potato exports fell by 31 percent (by
quantity) from 148 million pounds, valued at $20 million, in 1984 to
103 million pounds, valued at $13 million, in 1985 because of an increased
share of fresh potatoes diverted to processing and an oversupply of Canadian
potato production.

Tim McCarty
724-1753

Fresh/frozen and canned fish.--The U.S. trade deficit in fisheries
products increased by $93 million, or by 10 percent, in 1985 over that of
1984, Total exports were valued at $887 million in 1985, whereas imports were
valued at $1.94 billion, resulting in a trade deficit of $1.05 billion. A
major factor causing the deficit was a large increase in imports of fresh or
frozen fish, principally imported from Asia and Oceania, which grew from $1.36
billion in 1984 to $1.54 billion in 1985. Demand for fish products in the
United States continued to grow as the economy improved. U.S. supplies of
many species of fish have remained stable or declined, leading to rising
prices and increased import demand to fill the gap. U.S. exports of fresh and
frozen fish have also added to the short domestic supply, since exports
increased by 29 percent in 1985, to $788 million, compared with §$612 million
in 1984. Much of this increase went to Japan, the world’s largest
fish-consuming nation, which relies heavily on imported supplies of high-
quality fresh and frozen fish products.

Another contributing factor to the growth in the U.S. fisheries trade
deficit was canned fish products, imports of which jumped by 35 percent in
value to $327 million in 1985, from $242 million in 1984. Canned tuna was the
primary product contributing to this increase; U.S. imports of canned tuna in
1985 totaled $222 million, representing an increase of 33 percent from that in

9
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1984 of $167 million, whereas import quantity increased by 39 percent, from
162 million pounds to 226 million pounds, during the same period. Increased
production in foreign countries, particularly those in Southeast Asia for
distribution by U.S. tuna processors was the principal cause of rising tuna
imports in recent years.

Roger L. Corey, Jr.
724-1759

Sugar.--During 1985, U.S. imports of sugar amounted to 2.5 million tons
(raw value), valued at $815 million, or a 31l-percent decline from the 3.6
million tons, valued at $1.1 billion, imported in 1984. U.S. sugar imports
are controlled by a system of import quotas imposed on a crop-year
(October-September) basis. 1/ The size of the import quotas for sugar has
been declining in recent years as the U.S. demand for sugar has been reduced
by growth in demand for alternate sweeteners, particularly high-fructose corn
syrup.

Lowell Grant
724-0099

" Cocoa and confectionery.--U.S. imports of cocoa and confectionery in 1985
amounted to 1.5 billion pounds, valued at $1.5 billion, up 21 percent from the
imports in 1984 (1.2 billion pounds, valued at $1.3 billion). 2/ The
- increases were partly the result of higher cocoa bean prices and increased
imports of semifinished cocoa products. Cocoa product imports increased
because (1) world prices for sugar contained in these products are lower than

U.S. prices for sugar and (2) U.S. demand for imported gourmet confectionery
has increased.

Lowell Grant
724-0099

1/ On Mar. 29, 1985, the President terminated the import fee on raw sugar and-
modified the import fee on refined sugar and directed the U.S. International
Trade Commission to investigate, pursuant to sec. 22 of the Agricultural
Adjustment Act, whether these actions would result in import interference with
the price-support program for sugar cane and sugar beets.

2/ On Jan. 29, 1985, the President imposed import quotas on sweetened cocoa,
pursuant to sec. 22 of the Agricultural Adjustment Act. He also requested the
U.S. International Trade Commission to determine whether imports of certain
other sugar-containing confectionery products were practically certain to
interfere with the price-support program for sugar cane and sugar beets.

10



U.S. exports of corn declined from 1,932 million bushels, valued at
$7,074 million, in 1984 to 1,733 million bushels, valued at $5,312 million, in
1985. This represents a 10-percent decline in export volume and a 25-percent
decline in export value. During crop years (October/September) 1983/84 to
1984/85, world production of corn rose by 32 percent, from 346 million metric
tons to 457 million metric tons, whereas world trade in corn rose by less than
10 percent, resulting in an increase of 63 percent in world ending stocks.

The world surplus of corn created a climate of increased international
competition. From 1984 to 1985, there was a 39-percent decrease in the volume
of corn exported to Mexico, from 106.1 million bushels, valued at $415 million,
to 64.4 million bushels, valued at $204 million.

- U.8. wheat exports declined from 1,552 million bushels, valued at
$6.5 billion, in 1984 to 911 million bushels, valued at $3.6 billion, in
1985. This represents a 4l-percent decline in exported volume and a
44-percent decline in exported value. Between wheat crop years July-June
1983/84 and July-June 1984/85, world wheat production increased by nearly
5 percent to 515 million tons and world trade in wheat increased by nearly the
same percentage; however, world ending stocks surged by nearly 15 percent,
creating a situation in which import demand decreased, and world competition
for exports increased. From 1984 to 1985, there was a sharp drop in U.S.
exports of wheat to the U.S.S.R., from 281 million bushels, valued at $1.2
billion, to 39 million bushels, valued at $159 million. The biggest drop in
vwheat exports was in the "other" category, reflecting the relative surplus of
world grain.

J. Pierre-Benoist
724-0074

Lamb meat.--U.S. imports of lamb meat increased from 18.4 million pounds,
valued at $14 million, in 1984 to 31.9 million pounds, valued at $32 million,
in 1985, representing an increase of 74 percent iIn quantity and 133 percent in
value. New Zealand, which accounted for more than 80 percent of the quantity
of imports in both 1984 and 1985, supplied most of the increase in imports,
although supplies from Australia, the only other major supplier also
increased. The unit value of total imports rose from 75 cents per pound in
1984 to $1.00 per pound in 1985, whereas the unit value of imports from New
Zealand rose even more, increasing from $0.69 in 1984 to $1.02 in 1985. A
large share of imports from New Zealgnd during 1984 reportedly consisted of
lower priced shoulders, rather than higher priced legs and racks that -
typically comprise a large share of New Zealand’s exports. The increase in
imports from New Zealand was related to a devaluation of the New Zealand
dollar, a loss of New Zealand market share in the EC, and to a large increase
in the size of the lamb flocks. New Zealand reportedly is intent on
maintaining a presence in the U.S. market because of its concern that the EC
market will become increasingly restricted by Common Agricultural Policy
regulations. Also, the large market in Iran is subject to political and war-
related disruptions.

David E. Ludwick
724-1763

11
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Live cattle.--U.S. exports of live cattle increased from 71,000 animals,
valued at $56 million, in 1984 to 125,000 animals, valued at $122 million, in
1985. Exports to Mexico increased by 55,000 animals (from 40,000 in 1984 to
95,000 in 1985), more than offsetting the decline in exports to other
markets. The value of exports to Mexico increased by $61 million (from
$26 million to $87 million). The increase in exports to Mexico was caused by
a number of factors, including increased rain and improved grazing conditions
that encouraged Mexican cattlemen to rebuild their herds in 1985 after
droughts in 1982/83 and January-June 1984. Also, the Mexican Government has
eased restrictions on dairy cattle imports and provided favorable loans to
Mexican dairy farmers to support dairy herd expansion. Reduced meat supplies
and consequent high prices in Mexico City in January-June 1985 also
contributed to Mexican import demand for slaughter cattle. '

David E. Ludwick
724-1763

Shellfish.--U.S. imports of shellfish increased from 576 million pounds,
valued at $2.02 billion, in 1984 to 634 million pounds, valued at
$2.05 billion, in 1985. This represented an increase of 10 percent in
quantity and 2 percent in value. Most of the increase in quantity was
accounted for by shrimp, the leading shellfish import item. In 1985, shrimp
accounted for 57 percent of the quantity and 56 percent of the value of U.S.
imports of shellfish. U.S. shrimp imports increased in quantity from
342 million pounds in 1984 to 360 million pounds in 1985, or by 5 percent.
The value of U.S. shrimp imports, however, decreased by 5 percent, from
$1.22 billion in 1984 to $1.15 billion in 1985. The increase in quantity
resulted from continuing strong demand for shrimp in the U.S. market. The
decline in value resulted mainly from a decline in higher valued imports from
Mexico and Ecuador, the leading suppliers, because of decreased production in
these countries and a corresponding increase in low-value imports from Taiwan,
Brazil, Panama, and Thailand. The average unit value of imported shrimp
decreased from $3.55 per pound in 1984 to $3.20 per pound in 1985, or by
nearly 10 percent.

A slight increase in the value of U.S. imports of shellfish was largely
related to imports of lobster, the second leading imported item. 1In 1985,
U.S. lobster imports accounted for 12 percent of the quantity and 23 percent
of the value of U.S. shellfish imports. Such imports increased from
74 million pounds, valued at $438 million, in 1984 to 78 million pounds,
valued at $471 million, in 1985, or by 6 percent in quantity and 8 percent in
value. The rise in U.S. lobster imports was accounted for mainly by Canada,
the leading foreign supplier. U.S. imports of lobster from Canada, which
accounted for 17 percent of the quantity and 28 percent of the value of total
U.S. lobster imports in 1985, increased from 31 million pounds, valued at
$115 million, in 1984 to 35 million pounds, valued at $131 million, in 1985.
The increase in U.S. lobster imports in 1985 was the result of a strong U.S.
economy, which strengthened demand for lobster, and short supplies of
substitute shellfish items, such as crabs and scallops.

12
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