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UNITED STATES IMPORTS OF AUTOMOTIVE PRODUCTS
‘Third /mnual Report by the United Stetes
The attached report on the operation of the Decision of 20 December 1965

(B"'oD Fourteenth Supplement s pages 37-42) has bsen transmitted by the Government of
the United States.

~ The Decision of the CONTRACTING PARTIES of 20 .December 1965 (BISD, Fourteenth
Supplement, pages 37-42) authorized a waiver of United Stebés obligations under.
paragraph 1 of Article I of the General .greement to permit the United States to
accord duty-free treatment to certain automotive products imported from Canada under
- the United States-Canada fLutomotive Products igreement. In accordance with the

provisions of that Decision and the procedures adopted by the CONTRACTING PARTIES on
1 November 1956, the follom.ng report covering 1968 is subm:.tted to +he
CONTRACTING PARTIES.

L. Suwmery 0 L.

Imtomotive products trade between the United Sta'bes an@ Canada continued to
expand rapidly in 1968 stimulated primarily by the iutomotive-Products agreement.
Two=way trade in automotive products reached a _hevel of ::&5 3 billion in 1968 compared
with $3.6 bill:Lon in 1967 and $b’735 million in 1964.1 ‘

”roductlon in-the United States and Canadian auuomotlve indusiries has now been
largely integrated. Some car models are no longer produced in Canada, and Canadian
demand for such lines is supplied entirely from the United States. Productlv::.ty '
particularly in +the Canadian auto industry, has improved. Caradizn assembly plants
tow specialize in fewer models with longer and more efficient production runs. The
~differential between higher Cnnadian and lover Tmited States vehicle prices heas
narrowed. Consideresble progress has been made toward the goal identified in the
sgreement of a single motor vehicle industry serving the needs of the combined:
United States-Canada automotive market.

lThese and cther statistics in this report aredrawn from the President's third
snnual report to the Congress on the Operation of the iutomotive Products Trade
sct of 1965, the statute which permitted United States implementation of the
Agrecment.
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The United States has no evidence that expanded automotive trade with
Canada has damaged the interests of owr trading partners. United S'bfbe
automotive imports from third countries continued to expand in 1968.~ No requests
‘have beer received for consultatlons under paragraph 2 cf the Decision of -

20 December 1965. .

In accordance wvith irticle IV(c) of tac ugreémen'u, du'ing 1968 the United
States and Cznadian Governments undertook a joint raview cf experience under the
Agreement. During the joint review the two Governments.also considered whether
any further steps were now necessary or desirable for the full achisvement of the
Agreement objectives. No recommendetion was made to Congress for any modification
of the <tariff coversge cof the Automotive Products Trade Azt of 1965 as a result
of the Jum’c rev:aev 2

Pwoduct:.on in the motor wvshicle mdusm, Um.ted States and Canada

- Mo‘!:or vehicle production in Canade was at a record level of 1.2 mll:.on units
in 1968, an increass of 33 per cent from 1967 and 141 per cent above 1964.

United States production totalled 10.8 million units in 1968, the second largest
vehicls producta.on yeer. Combined United States-Canadian motor vehicle produc—
+tion smounted %o almost 12 m:s.ll:.cn um.'cs s 20 mcrease of 20 per cent over 1967.

II1. Unrbed States frade _— | : L

Ganada rema:ms the single must important trading partner of the United !
‘States and sccounts for about one quar’c-er of our total merchandlse trade. Total
two-wey trade between the two countries amount ted to"$17 dillion in 1968. -United
States merchandise exports to, Canada uere $8 1 b:u.llon and mports wsre
$9 billion.

Trade in motor %rehicles end paris between the United S‘bg"ces and Ca[ngda

i The process of mtewat...on of the two automotive markets cont:.nued in 1968.
Consumption patterns in bcth the United States and Canada are similar. Consumers
in both countries predominantly checose autémobiles of North imerican design and
make, and these are produced primerily oy the same f.'uur compam,es in both the
United States and Canao.a. , ,

1Un1‘bed States automotive imports from countries other than Canada increased
by 63 per cent in 1968 to 1.6 billion compared with§l billion in 1967. About
88 per cent of total United States automotive, imports from countries other than
Canada consisted oi passenger automobiles, prmwlly sub»compacts.

2u speclal report on the review was subm::bted to the Congress on
4 September 1968. The SpeC:Lal report contains additionel information on subjects
discussed during the review.



L/3256
Page 3

Total automotive products trade between the United States and Canada grew
to $5.3 billion in 1968, an increase of 49 per cent over 1967, and 624 per cent
higher than 1964, the year prior to implementation of the iAgreement. United
States automotive exports to Canada were $2,744 million in 1968 and imports were
$2,580 million. During 1968, United States automotive exports to Canada increased
37 per cent, end automotive imports rose 65 per cent. The rapid expansion of
automotive trade is due primarily to the Agreement.

United States imports from Canada of passenger cars in 1968 rose 65 psr ceat
to $1,349 million while imports of motor trucks, buses, and chassis increased
66 per cent to $448 million.

The terms of the Agreement cover only parts and accessories for use as
original equipment in the .assembly of motor vehicles and exclude replacement
parts. In 1968, the United States imported $732 million of original equipment
parts duty free under the Automotive Products Trade ict and approximately
$50 million of dutiable parts from Canada primarily for replacement purposes.

‘Parts and accessories constituted 30 per cent of total automotive imports
from Canada last year, compared with 65 per cent in 1964. Thus, under the
Agreement, parts and accessories have come to represent a.less substantial portion
of total United States automotive trade with Canada. This is due primarily to
rationaiization of motor vehicle assembly in the United States and Canada, and
the ensuing transfers across the border in both directions of finished vehicles.

The iutomotive iAgreement has also influenced production and trade of products
closely allied tc the. automotive industry but not covered by the igreement and
not reflected in the statistics for automotive products. It is not possible to
identify statistically the extent to which trade in such *'eluted products has
been stimulated by the ngreemen'b.

Trade gtatis*biés

Lis indicated in the second annual report (L/3020), the most accurste and
comprehensive measure of total automotive trade between ths United States and
Canada for the period 1964<68 may be derived from the import statistics of the
two. countries. The export product classifications of both countries are not as.
detailed as are the import classifications and significant exports of automovive
products, perticularly perts, are not so identified as automotive. Thus, United
States automotive export statistics are not fully comparable with the identifica~
tion of automotive products in United States import statlstlc's. Canada faces a
similar problem with 1'bs trade data. :

The following table has been constructed on the basis of United States
Bureau of the Census and Canadian Dominion Bureau of Statistics import statistics
to obtein as comparable coverage as possible. This table encompasses all automo-
tive trade between the two countries including both duty-free trade under the
provisions of the igreement and dutiable automotive products not covered in the
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Agreement. The import figures in the fcllowing table for bLoth the United States
and Canada are based on wholesale merket values in the country of shlpment

These valuss are establlsned in accordence with legal requlrements in both
countries, : ; -

UNITED STAEES—CANADA AUTOMOTIVE TRADE 1
BASED ON UNITED STATES AND CANADIAN THMPORT DATA

{0S$ million)
- . . g 1‘ : : R
Subject ' 196 1965 1966 | 1967 | 19683
' 3 ir : g
United States exports to Canads : ; i ‘
Passengef cars i , | 41.0 ¢ 116.0 ( 291.8 | €13.0 831.8
Trucks, buses, cha3312 21.21 41.7 ! 86.1 | 133.8 | 196.0
Parts and accessories 597.1 771.7 i 1,037.9 |1,254.3 1,716.0
. . . : i !
Total exports o 1659031 929.4 11,4159 {2,001.1 | 2,743.8
United States imports fror Canada : f o '
- : ! B ! -
| Passenger cars _ | 21,91 84.11 370.7 1 818.0 |1,348.9
Trucks, buses, chassis Po4J70 23.71 158.3 1 269.9 1  447.9
- Parts and accessories- ' ~49.3' 139.2 360.2 | 4741 783.0
Total imports - 75, 9w 247.0 1 889.1 |1,562.02,579.8 |
| United States net exports - 583.4 ] 682.4.A’ 526,8 | 439.1| 164.0

lTyres and tubes not included Figures nay not add to totals due to rounding.
2As measured by Canadian 1mnort statlstlcs.
3Prellm1nary and sub1ect to revision.

4Canadian imports of parts and accessories in 1966, 1967, and 1968 includes
coverage of products comparzble to United States automotive parts imports from
Canada. . : '

Source: United States. exports - BDSA (Based on Dominion Bureau of Stetistics)
Data of Cenadian imports from the United States, converted to United
States dollars, exchange rate $0.925.
United States imports - BDSA (Based on Bureau of the Census data).
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United States automotive trade with countries other than Canada

Imports from third countries of automctive products amounted to
$1,647 million ir 1968, an increase of 63 per cent over 1967. Imports of passenger
cars alone totalled $1,447 millicn. United States autometive exports to countries
other than Canada werc $1,174 million in 1968, a 3.7 per cent increase from 1967.

The Federal Republic of Germany is the largest overseas supplier of automotive
imports to the United States accounting in 1968 for about 60 per cent of all
autcmotive imports from countries other than Cenada. Automotive imports from
Germany were $993 million in 1968, an increase of 56 per cent over 1967. United
States exports of autcmotive products to Germany were $30 million in 1968.

United States automctive imports from Japsn were $266 million, an increasse of
157 per cent over 1967. Automotive exports to Japan from the United States were
$27 million in 1968, an increasz of 33 per cent over 1967. United States automo-
tive imports from the United Kingdom, the third supplier, were $145 million in
1968, an increase of 20 per cent over 1967.



