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MISER has recently determined that it should expand its role in the acquisition and
dissemination of trade statistics by augmenting its already strong database on U.S. trade
flows with additional material on Latin America. But as we do this, we are sure our user
audiences will ask why we would want to expand upon our substantial existing statistical
base already provided to companies and public agencies interested in trade. Perhaps more
seriously, our user audience might ask why Latin America?

A recent news item in a major Northeast newspaper citing high growth rates in exports to
Latin America raised this question, stating that Latin America is not so important because
it is a source for the loss of our domestic employment; because Latin America isn’t
interested in importing the high tech commodities that we want to export; and lastly,
because we can't believe the data about the region.

Although the data are not easy to come by, when one seeks out the facts, the facts clearly
contradict this news report. First, with regard to the potential loss of domestic
employment from our entering into an FTAA agreement, we must recognize that in
expanding the NAFTA agreements beyond Mexico, Latin America should be no different
than Mexico was after the NAFTA agreements. We entered into NAFTA on January 1,
1994. Our national unemployment rate was then 6.9% and per capita personal income
over the year preceding NAFTA was $21,220. Now nearly 5 years into NAFTA, our
unemployment rate is down to 4.5% and per capita income has grown by approximately
20%-. The unemployment rate is at the point where, because of “frictional”
unemployment, it can’t fall much farther. And the income growth is nearly unparalleled
over any previous five year span in history.

While there are those who would argue that these trends had nothing to do with Mexico
and NAFTA, we would say that if it was the more general health of the economy or world
trade that buoyed the U.S. economy through the implementation of NAFTA, then similar
trends in the future will continue to buoy the U.S. economy, post FTAA. At worst, the
shift in jobs caused by more open trade places a greater emphasis in the U.S. on higher
paying and more technically advanced jobs. That, of course, is good so long as there is
enough educational attainment to fuel persons to participate in a stronger U.S. economy.
However, it also might be that Latin America will itself be the stimulus to continued U.S.
growth. After all, Latin America is among the fastest growing markets in the world. We
think that the U.S. should not overlook these possibilities.

On the basis of U.N. and InterAmerican Development Bank approved statistics, it is
possible to demonstrate that Latin America is:

1. among the fastest growing markets in the world,

2. giving more ground to non-U.S. bilateral trade partners than to the U.S.,

3. considerably larger in potential volume than just Mexico, and

! Data on U.S. unemployment and income are from the U.S. Dept. of Commerce’s Bureaus of Economic
Analysis and Labor Statistics. Income growth reflects the shifts between 1993 annual and the first two
quarters of 1998; unemployment, the shifts between 1993 annual and the first three quarters of 1998, all
seasonally adjusted.



4. absorbing significant amounts of high tech products.
We have developed several figures which illustrate these goints.

1. Latin America as a Fastest Growing Market

The Department of Commerce introduced the idea that U.S. businesses should concentrate
on the BEMs of the world—the big, emerging markets. Among them, without proof that

the area wasitherbig or emerging, was Latin America. Yet, upon careful review of U.N.
statistics’ we see that Latin America absorbs more than $36dhlin exports from

around the world, more than 56.4% of the U.S.’s total exports to all destinations. Clearly,
Latin America is a big enough market for the U.S. to be concerned about!

With regard to growth, consider that in the most recent five year period for which the
U.N. has data available, the U.S. growth in exports to Latin America was 51.1%. To the
rest of the world, the U.S. growth rate was only 45.2%. These two growth rates are
much closer to each other than, in fact, the growth rate differential between exports of
non-U.S. origin to Latin America versus the rest of the world. Abstracting from U.S.
shipments, the growth in exports originating from everywhere other than the U.S. to Latin
America was 64.6%. The growth rate in exports originating from everywhere other than
the U.S. to non-Latin America was, by contrast, only 38.1%. These data are shown in
Figures 1 and 2which plot exports originating from the U.S. on the ordinate and exports
originating from the rest of the world on the abscissa. The green average growth rate
triangle, represents the average growth rate of exports to Latin America from the U.S. and
from the rest-of-world. This lies beyond (northeast of) the red average growth rate
triangle, representing the U.S. and rest-of-world average growth to non-Latin America.

Additionally, Figure 1 shows that the majority (63.6%, 14 of 22 reporting countries) of
Latin American countries had growth rates in absorbing U.S. exports which were higher
than the U.S. average growth worldwide. By comparison, a minority (45.3%, only 24 of
53) of non-Latin American countries absorbed U.S. exports at rates above the U.S. world-
wide growth raté. More to the point, 54.5% (12 of 22) of the countries in Latin America
absorbed exports faster from countries other than the U.S. than from the U.S.—these
portrayed by the red dots above/below the 45 degree line separating countries in which
sales of U.S. products grew faster (above the line) or slower (below) than non-U.S.
products.

% These figures are at times quite complex, and therefore, they are presented with a short explanation of
how to interpret them and what their major conclusions are. Discussion of the figures in the text
presumes that the reader will have understood the various figures and does not replicate this explanation.
% These include only 22 Latin American countries and 53 non-Latin American countries because of
reporting difficulties (primarily within the smaller countries) and because of differences in organization
between 1992 and 1996, the five most current years available in the U.N. data base. The latter primarily
excludes new, politically created or eliminated countries like the Newly Independent States (NIS) of the
former Soviet Union.

* The conclusions in this and the preceding sentence derive fronativglthe number of points (of

which, each represents a specific country) which fadva/below the red horiztal line, representing the
average of U.S. export growth to everywhere—i.e., the world.



For each country reported in U.N. statistics, Figure 1 compaf@sstination countries are not labeled by name but are color 1. both the U.S. and the rest of of the world grew faster
the growth rate of U.S. shipments to it (the Y axis) with the coded--Latin American countries: red, the rest of the world: | with regard to Latin American markets than to non-Latin
growth rate of world shipments to it (the X axis). This shows American markets (the red triangle lies south-west of the
whether the U.S. is keeping pace with world competitors in Additional benchmarks are shown in the red and blue dotted green triangle, representing respectively U.S. and world
specific competition within each of the countries. Points abditges, representing U.S. and world growth rates to all destin- growth to Non-Latin America and Latin America).

the green 45 degree diagonal represent countries to which Wfons. These are known percentages against which any coy

exports have grown faster than world exports; points below tings growth can be compared, determining whether the worl

2. Fourteen of twenty two (63.6%) Latin American coun-
diagonal, countries to which U.S. exports have not kept paceand/or U.S. growth to it is greater/or/less than the benchmar

tries absorbed U.S. exports faster than the U.S. average
) growth rate. By comparison, only 24 of 53 (45.3%) non-
F| gu re 1 Latin American countries absorbed U.S. exports faster
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Figure 2: U.S.

Interpretation of Figure 2:

Figure 2 repeats the axes of Figure 1 and therefore
compares for each of the Latin American countries
reported in the U.N. statistics the growth rate of U.S.
shipments to it (the Y axis) with the growth rate of
world shipments to it (the X axis). See the interpre-
tation given in Figure 1.

Destination countries are labeled by name and show
proportionately the size of 1996 world export flows

to the country by the size of the representative cirals.
]

©

The main conclusions of Figure 2 are:
1. Figure 2 shows countries which are:
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teria: the U.S. growth exceeds our average

growth rate to non-Latin American countries Q
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Figure 2 repeats material frofaigure 1, highlighting the details about individual Latin
American countries and showing the size of 1996 imports by the circle’s area. We have
labeled areas ofigure 2 so as to indicate the relative opportunities for U.S. exporters.
This sets out countries which are:

» Existing champions to which the U.S. export growth rate exceeds both the
U.S. average export growth rate to non-Latin Ameaicdthe country-
specific world export growth rate,

* Near champions to which the U.S. export growth rate exceeds the U.S.
average export growth rabeit fails to exceed the country-specific world
export growth rate,

» Growth engines needing attention to which the U.S. export growth rate is
greater than the world average rhatelower than the U.S. average rate, and
finally

* Underachievers and super-underachievers to which the U.S. export growth
rate is below the U.S. and world average rates, these conceptually
distinguished by whether actual U.S. growth to the country exceeds or falls
short of world growth.

There are very few Latin American countries in the underachieving class: Guatemala,
Costa Rica, Panama, and Venezuela (as well, Belize, and St. Lucia which do not appear
on Figure 2 because of their very small size) . However, one sees the obvious clarity in
urging U.S. exporters to pay more attention to the near champions, countries such as
Brazil, Paraguay, Peru, Honduras, Jamaica, Argentina, and Ecuador (especially Brazil and
Argentina, given their existing size). These countries have absorbed our exports at a pace
growing as fast or faster than the U.S. export average, but in none of these countries did
we grow as strongly as the rest of the worldheseare examples of country markets to

which the U.S. needs to pay more attention—they are places where we are being out-
paced by our world competitors for market share.

2. The Loss of U.S. Position Relative to Other Bilateral Partners in Latin America

U.S. market shares accurately reflect our trade position within Latin Amérigare 3
highlights a ratio indicating the U.S. export percentage of the stream of goods entering
each of the Latin American countries from abroad. It shows that we are already heavily
invested in Mexico where U.S. products represent more than 75% of all of the goods
coming into the country.

We should pay closer attention to Brazil—a very large country measured by its imports,
but growing at a much greater rate than Mexico and with relatively little existing U.S.
presence. U.S. exports represent only 27% of all of the goods entering Brazil. We should
be interested in specific countries in the Latin American market almost in the order of their
appearance from the Southeast to the NorthweBigure 3.

Figure 4 shows the countries in Latin America in which we are increasing our presence
(those above the 43ine) and those in which the percent of the import stream which
comes from the U.S. is decreasing (those below thdifej—the size of the circle is



Figure 3: Latin American Export Markets

1992-1996

Interpretation of Figure 3:
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FHgure 4: Change in US. Export Proportion in Latin American Markets

Interpretation of Figure 4:

Figure 4 compares the 1992 and 1996 percentages which
U.S. exports represented of each country’s imports. By
drawing a 45 degree diagonal, the reader can see in which
countries the U.S. has experienced the largest shifts in market
share. Countries represented by circles above the diagonal
are ones in which the 1996 U.S. share increased compared to
the 1992 U.S. share, and vice versa.

Countries further from the graph’s origin along the diagonal
are ones to which we have had greater persistent market
exposure in comparison to countries closer to the origin.

What appear to be small shifts away from the 45 degree
diagonal may actually represent very large losses (gains)

in potential sales due to loss (gain) in market share, see con-
clusion 4, below.

The main conclusions of Figure 4 are:

1. The U.S. has lost share with regard to most countries in
Latin America. Only with regard to Uruguay, Chile, Bolivia,
Panama, Columbia, St. Lucia, El Salvador, the Barbados
and Mexico have we gained share.

2. The U.S. average share outside of Latin America is smaller
than to each of the countries in the region (the green triangle
compared to all circles on the Figure). Furthermore, our
market share has not changed with regard to our non-Latin
American markets.

1996 U.S. Exports as a Percentage of Country's Imports

3. In Latin America, however, we are losing share on average
throughout the region and this is independent of the influence
of Mexico (both the red and purple triangles lie below the
diagonal).

4. The loss of exports to countries in which we do not maintain
our market share (where the circle is on or above the diagonal)
can be great. With regard to Brazil, for example, which seems
to be barely below the diagonal, the U.S.’s failure to grow at
world rates between 1992 and 1996 is enormous--$3.2 billion.
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again the size of the world exports in 1996 to each of the countries. Data contained in
Figure 4 are consistent with the notion that the rest of the world’s growth in Latin
America exceeds our own. Almost all of the Latin American countries lie below the 45
line. Only in Uruguay, Chile, Bolivia, Panama, Colombia, St. Lucia, El Salvador, the
Barbados and Mexico (9 of the 22, or 41% of the Latin American countries) did the U.S.
send a higher percentage of the total import stream to Latin American in 1996 than in
1992. This implies then, for example, given a high rate of growth in Brazil coupled with
modest U.S. trade activity, that the U.S. failure amounts to a significant loss of ground in
partnering within Brazil compared to our competitors in Japan and the EU. If we had
simply held our own in Brazil at the world average growth rate, our export stream would
have been $3.2 billion higher 1996 than otherwise. We must become more strategic in
evaluating the potential of our export markets so as not to be frozen out over time.

3. Mexico as an Important Segment of Latin America, with Emphasis on “Segment”

With regard to the question of whether Latin America represents more than just Mexico,
Figure 5 shows that Latin America represents the destination for 17% of U.S. exports.
Within this slice of the U.S. export pie, Mexico is 60% of the U.S. market in Latin
America, but there still remains the 40% market share in other Latin American countries,
countries which are generally growing faster than Mexico. FAgdre 6 shows that for

the other countries of the world, Canada and those who are not situated in our
hemisphere, there is a much more even pattern of trade in Latin America—Mexico absorbs
only 36% of the world’s exports which are shipped to the region. We are not discounting
the importance of the Mexican market to the U.S.; however, we should not overlook the
rest of our Latin American neighbors further south, a form of myopia which could cost the
U.S. multimillion dollar sales opportunities if we don’t overcome it!

4. The Diversity of Latin American Imports

Figures 7A and Bpresent data developed by MISER from U.S. and European Union
(EVU) sources, showing the commodity diversity among U.S. and EU exports to Latin
America. They show that the answer to the question of whether Latin America would be
of export interest to producers of technologically sophisticated commodities is
emphatically YES! More than $73.8libn of U.S. and EU exports, almost 52% of our
total exports to Latin America, fall into the broad classifications of:

* Vehicles, Aircraft and Transport Equipment,

» Optical, Medical and Measuring Equipment,

* Machinery, Mechanical Apparatus and Electrical Equipment, including
computers, and

» Miscellaneous Manufactured Articles

Figure 7A shows that the U.S. portion of the U.S./EU total, always high because of our
proximity to the region, is the smallest in the largest two categories of specific shipments,
vehicles and machinery. The U.S. ships only 61.3% of the U.S./EU total of vehicles from
the two areas reaching Latin American markets. Further, when we consider that
shipments from Japan are not included in the exports represented in Figure 7A, shipping
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The main conclusions of Figure 5 are:

1. Of world export markets, Latin America already
represents a significant portion of the destinations
of U.S. exports.

2. There are many questions such data raises. Wouldn’t we like to know,
for example, a little more about the following:

a.why has the rest of the world been gaining strategic advantage

over us in Latin America?

b. could we have maintained a stronger export position in Latin America

in recent years if we had had a stronger initial base there?

c. what commodities are most wanted in Latin America?

d. who is providing these commaodities for Latin America now?

e.why outside of Mexico, our closest neighbor, do we only provide

27% of all the goods which Latin America imports?
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Figure 7A: Commodity Variety of U.S. and EU
Exports to Latin America

1996
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Interpretation of Figure 7A:

The main conclusion of Figure 7Ais:

Figure 7A shows aggregate commodity flows from the U.S. and the E 1. A great portion of the exports to Latin America, more than 50%, come from processes
into Latin America. We have taken flows at a basic two digit level, the associated with vehicles, optical, medical and measuring equipment, and

further aggregated these to the levels shown in the legend of Figure  mechanical apparatus, and electrical equipment--the stuff which can sustain a U.S. high
These represent the entirety of flows from the U.S. and the EU into L¢ wage, living standard.

America while still showing small dominant groupings of
from thé high tech/automated manufacturing processes.

The total value of the combined U.S./EU export stream is shown in $ U.S.
The percentage for each pie slice represents the U.S. portion of the U.S./EU

total.
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Interpretation of Figure 7B: The main conclusions of Figure 7B are:

Figure 7B represents a partial drilling down into our data | 1. The most specific commodity flows include such shipments

on U.S. and EU exports to show more detail of the kinds 1 as computers and computer equipment, cars and aircraft as well

commodities which Latin America imports. Itrepresents 1 as components and parts for motor vehicles, office equipment,

current flows of the top 14 commodities, at a four digit HS and other industrial machinery.

disaggregation, going from the U.S. and EU into Latin 2. The many commodities which Latin America imports include

America for 1996. many produced from the high technology, high wage processing
fields--the international fuel for continuing U.S. growth.



75.9% of optical, medical and measuring equipment and 78% of the category of
machinery, mechanical apparatus and electrical equipment—the category which includes
computers and peripherals for computers, may also be disappointingly low. These are the
types of exports which the U.S. is interested in shipping. These exports represent the high
value, mechanized production associated with high wage manufacturing—a source of the
standard of living to which the U.S. aspires.

Figure 7B shows the composition of the export stream to Latin America at a more

detailed, four digit harmonized classification level. While this level is still not detailed
enough to satisfy the demands of actual producers and exporters who want to find details
about their markets, the data shows the top 14 categories of shipments into Latin America.
Computer (automatic data processing) equipment, cars and aircraft are all in the list, along
with component parts...of motor vehicles, of office machine equipment, of other industrial
machinery, etc. Overall, the amount of low value shipments to Latin America is quite

large. This presents a strong case that Latin American markets are apt for being served by
the U.S.’s small producers and exporters who might bring parts and components into the
Latin American markets for direct retail sale (low value shipments often include this
category), repair of existing equipment, and/or final assembly into finished products
(sourcing).

Summary

The primary thrust within MISER’s expanded international trade data is to present

detailed data on the subjects explored in this paper although they are being explored in this
paper only at aggregate levels. We think tigures 1through6 make an extremely

strong case that the U.S. government and the private sector in the U.S. need to focus on
world exports in markets around the world. The case as preserffitguiies 1through6

has been made only with reference to export totals, without regard to shipments by
commodity classification.

Imagine what an exporter would do with data on world export markets by detailed
commodity classifications, like those underlyliigures 7A and B in this fastest growing
part of the world. However, evéigures 7A and Bshow only limited commodity detail
for the region. An exporter wanting to break into the Latin American market would want
to have data on commodity imports for each country in the region from each country in
the world. This is what we are working to produce in a partnership with INTAL, an
Argentinean research institute sponsored by the Inter-American Development Bank.
Together, we shall be able to bring more data on imports (and exports) of the region to
light for U.S. exporters. Do we want to wait so long for such data that it won’t matter
any more when we finally get them—we’ll have by then waited too long? We at MISER
think not.

8 This paper has been prepared primarily by Stephen Coelen, but it couldn’t have been done without the
significant data contribution of Carla Miller and additional technical or editing support of Noel Yu,
Kathleen Charles and Linda Downs-Bembury, all members of the Institute.



