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 SEQ CHAPTER \h \r 1In 2003, the United States registered a record high deficit in telecommunications equipment trade.  The deficit in 2003 of $17.5 billion was up sharply from $14.1 billion in 2002, reflecting the continuing downturn in demand both in the United States and abroad since 1999.  U.S. telecommunications equipment exports declined by 14 percent, from $14.5 billion in 2002 to $12.5 billion in 2003.  Imports of telecommunications equipment rose 4.5 percent, from $28.7 billion in 2002 to $30.0 billion in 2003.
Exports by Country

Exports of U.S. telecommunications equipment declined virtually across the globe.  There were no countries with noteworthy increases in exports.  Canada and Mexico remained our two largest telecommunications export markets, with U.S. telecommunications equipment exports to those markets combined reaching $3.0 billion, or about 24 percent of total exports.  Nonetheless, exports to Canada fell $188 million, down 10 percent compared to 2002.  Leading exports to Canada in 2003 were miscellaneous radio parts, parts for telephonic and telegraphic apparatus, and radio transceivers.  Exports to Mexico fell $52 million, or nearly 4 percent, in 2003.  Principal exports to Mexico in 2003 were miscellaneous radio parts, parts for telephonic apparatus, cellular telephones, and radio transceivers.

Exports to Japan fell $113 million, or 10 percent, to nearly $1.1 billion in 2003.  Japan ranked again as our third largest export market, with 9 percent of total U.S. telecommunications equipment exports.  Leading exports to Japan in 2003 were repeaters, miscellaneous radio parts, radio transceivers, telephonic and telegraphic apparatus and parts, and optical fiber bundles and cables.

Exports to the European Union (EU) decreased by $1.5 billion (30 percent) in 2003 to $3.5 

billion.  The EU share of total U.S. telecommunications exports decreased to 20 percent of the total in 2003.  The Netherlands, the United Kingdom and Germany led once again, with $763 million, $753 million, and $525 million in U.S. telecommunications equipment exports, respectively.  Principal exports to the EU in 2003 were telegraphic apparatus and parts, parts for switching equipment, miscellaneous radio parts and parts for telephonic apparatus.

Although telecommunications equipment exports to Asia declined by 15 percent in 2003, on a

regional basis, Asia remained the largest market for export sales with 29 percent of the total, or  $3.6 billion.  The top export markets in Asia for U.S. telecommunications equipment were Japan, China, Hong Kong, and Korea.  Exports to all Asian markets declined, with the exception of India and Indonesia, including a decline of 26 percent to China (down $207 million), as well as the aforementioned decline to Japan.

Telecommunications equipment exports to Latin America fell for the second consecutive year, dropping 8 percent in 2003 to $3.0 billion.  The top three export markets within the region were Mexico, Brazil, French Guiana, and Colombia.  As mentioned above, exports to Mexico fell by 4 percent to almost $1.4 billion, while exports to Brazil fell by 21 percent to $265 million.  Principal product exports to Latin America in 2003 were miscellaneous radio parts, cellular telephones, radio transceivers, parts for telephonic and telegraphic apparatus, including switches, and communications satellites.

Exports to the Middle East and North Africa decreased 11 percent to $449 million in 2003.  Exports to Israel, the largest market in the region for U.S. exports, declined by 22 percent (to $137 million).  U.S. telecommunications equipment exports to Sub-Saharan Africa increased 45 percent to $198 million in 2003.  Exports to Nigeria surpassed South Africa, the largest market in the region, at $64 million.

Imports by Country

Mexico was overtaken by both Korea and China in 2003 as the largest sources of U.S. telecommunications imports.  Imports from Mexico declined 7 percent to $5.4 billion.  Carrier line equipment, cellular telephones, cable TV transmitters, TVROs, and modems were the chief telecommunications product imports from Mexico.  Canada, once the largest source of telecom imports slipped from the fourth to the fifth largest supplier in 2003.  Imports from Canada fell 18 percent to just under $1.7 billion.  Radio and television transmission apparatus, telephonic carrier line equipment, parts for radio apparatus, and PBXs were the leading telecommunications equipment import categories from Canada in 2003.

Asia continued to be the dominant source of U.S. telecommunications equipment imports in 2003, representing 61 percent of the total, or $18.3 billion.  However, the share of U.S. imports coming from the majority of our traditional suppliers in East Asia -- Japan, Hong Kong, Korea, and Taiwan -- has shifted over the past several years.  Imports from Korea increased 29 percent in 2003 to almost $6.0 billion, making Korea the largest import supplier, accounting for 20 percent of total imports.  Cellular telephones accounted for 94 percent of our telecommunications imports from Korea (compared with 34 percent of China’s total).  Imports from China rose 25 percent to $5.9 billion, placing China in the second ranked position.  Also of note is that imports from Malaysia were up 30 percent to $2.6 billion, placing Malaysia in the fourth position after Mexico. Imports from Japan, historically the dominant supplier to the U.S. market, fell 22 percent to $1.3 billion.  Radio and television transmission equipment, miscellaneous parts for wireless products, and cellular telephones accounted for 45 percent of the telecommunications imports from Japan.

Telecommunications equipment imports from the EU fell 13 percent in 2003, to $2.8 billion, representing 9 percent of total U.S. telecommunications equipment imports.  Chief imports from the EU in 2003 were radio and TV transmission apparatus, cellular telephones, and parts for telephonic switching and line apparatus.  Leading suppliers within the EU were Sweden, Germany, France, Finland, and the United Kingdom.  

Bilateral Trade Balances

As mentioned above, not only does the U.S. continue to register an overall telecom trade deficit, but the deficit in 2003 was up sharply from 2002, reaching $17.5 billion.  With a deficit of nearly $5.6 billion, Korea overtook Mexico with the largest bilateral deficit. The deficit with China rose sharply to $5.3 billion, up from $3.9 billion in 2002.  Of special note is that the telecom trade deficit with Canada, the second largest in 2000 at $4.0 billion, fell to just $74 million.  The U.S. had a telecommunications trade surplus with the EU in 2003 - $695 million.  The only surplus in Asia was with Hong Kong - $149 million.

Composition of U.S. Telecom Trade 

The United States once again tallied a substantial deficit, almost $14.3 billion, in customer premises equipment, up from $12.9 billion in 2002.  Although the U.S. had tallied a surplus in "other" telecommunications equipment (largely wireless communications equipment, radio and television broadcasting, and certain “basket” categories of telephone equipment which cannot be allocated to either network/transmission or customer premises equipment) for several years, this sector registered a deficit for the fourth consecutive year, reaching nearly $2.7 billion in 2003. For the first time, there was also a deficit -- $492 million -- in network/transmission equipment, compared with a  surplus of $3.3 billion in 2001.  

The prominence of parts in U.S. telecommunications equipment trade has shifted, especially on the export side.  Parts continued to represent a substantial percentage of telecom exports in 2003, again accounting for 39 percent of total telecommunications exports, or $4.9 billion.  Two categories, parts for telephonic and telegraphic apparatus and parts for radio products, accounted for 86 percent of U.S. telecommunications parts exports.  Parts imports of $2.3 billion were 10 percent of total telecommunications equipment imports in 2003, down slightly from 10 percent in 2002.

Exports by Product

The largest export categories in 2003 were line system equipment (steady at $1.7 billion), parts for radio equipment (down 11 percent to $1.9 billion), radio transceivers (down 8 percent to $1.6 billion), parts for telegraphic apparatus (down 24 percent to $1.5 billion), and parts for telephonic apparatus (down 12 percent to just under $1.0 billion).  Switch and modem exports fell 25 and 32 percent, respectively.  The top fourteen product categories of telecommunications  exports accounted for over 90 percent of total telecommunications exports.  Within the top product export categories, only one category increased in value in 2003.

Imports by Product

The largest import categories in 2003 were cellular telephones (up 14 percent to nearly $11.0 billion); radio transceivers (up 11 percent to $4.6 billion); line system equipment (up 24 percent to $3.3 billion), cordless telephones (up 2 percent to over $1.8 billion) and set top boxes (down 16 percent to $1.1 billion).  Of the top fourteen product categories, representing more than 92 percent of total telecommunications imports, less than half decreased in value in 2003.

The attached tables provide detail about U.S. telecommunications equipment trade in 2003.  For

additional information or questions, please contact Linda Astor at (202) 482-4523 in the Office of Telecommunications Technologies of the International Trade Administration, U.S. Department of Commerce.

1/ Imports are c.i.f. value basis.

