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Estimating The Interregional Incidence
Of Regional Business Taxes

Ricaarp D. GUSTELY*

Introduction

The desirability of integrating an analysis of the interregional inci-
dence of the state and local government sector into regional models has
long been recognized.! From a public policy standpoint, the understand-
ing of the extent of interstate shifting of state and local taxes is parti-
cularly important. With respect to state-local development policy, for
example, it is necessary that decision makers be aware of the extent to
which alternative taxes affect the level of output and employment with-
in the state. Similarly, any national policy (e.g., revenue sharing) aimed
at alleviating the fiscal imbalance among states should consider the ex-
tent of interstate shifting of tax burdens.

Given the importance of these questions, it is somewhat surprising
that such issues seldom enter the policy debate. One possible explana-
tion for this fact is that the method used in previous studies might be
brought into question. Heretofore, estimates of the interregional inci-
dence of regional business taxes have been obtained by making certain
assumptions concerning the extent of forward and backward shifting of
each tax and by allocating the burdens across regions accordingly.? The
difficulty with this approach is that there is little theoretical agreement
over the extent of forward versus backward shifting of business taxes.
With respect to the property tax, one school of thought dating back to
Alfred Marshall [14] holds that the tax is equivalent to an excise tax
and is shifted to consumers. Another, apparently also beginning with
Alfred Marshall [13], suggests that the tax is borne by owners of im-
mobile factors of production (notably land). Still a third school of
thought, dating back to Harry Brown [2], contends the tax is equivalent
to a profits tax and is thus borne by the owners of capital. Similar dis-
agreement is evident with respect to the incidence of the business in-
come tax. The traditional approach is to argue that, since the tax is on
net profits, it cannot be shifted forward when the industry being taxed
is less than perfectly competive.

*The author is Assistant Professor of Economics at The University of Tennessee/Knoxville.
The author wishes to express his appreciation to Professors Roy Bahl and Jesse Burkhead of
Syracuse University who initially suggested the importance of the topic considered herein and
whose comments on earlier drafts were quite helpful. The author is also indebted to Robert
Dinkelmeyer for his assistance in generating the simulated distributions included here.
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Some of this disagreement concerning incidence can be traced to the
reliance of early writers on partial rather than general equilibrium anal-
ysis. The presentation of the general equilibrium models of Harberger
[8], Mieszkowski [17] and McLure [15] pointed out these problems.
Further disagreement has resulted from a failure to distinguish between
the global effects of the system taxes and the partial effects of tax dif-
ferentials. Mieszkowski [19] has discussed the implications of this dis-
tinction for the property tax. Still, while the theoretical issues concern-
ing the incidence of the tax are in clearer focus now than before the
1960s, empirical questions relating to the actual patterns of incidence
of business taxes in the United States remain unresolved.? Foremost
among them is the extent to which the incidence of specific taxes varies
significantly across regions.*

Given this disagreement on both theoretical and empirical grounds
over past studies, this paper will describe a method which can be em-
ployed to make region-specific estimates of tax incidence not based upon
assumptions concerning forward and backward shifting of tax burdens.
More specifically, the focus of this paper is on demonstrating how the
incidence of two business taxes—a business property tax and a business
income tax—might be estimated for New York State using a general
equilibrium model. Simulated distributions of the interregional effects
of the two taxes on prices, employment, output and income were ob-
tained based upon a range of likely parameter values. The next section
of this paper includes a brief description of the model and its assump-
tions. This is followed by a discussion of the methodology employed in
estimating the independent variables. In the final sections of the paper
the results are analyzed and their implications assessed.

A Model of Interregional Tax Incidence

In order to take account of the interregional relationship which are
of prime importance in determining the extent of interstate tax shift-
ing, it is helpful to employ a general equilibrium model. The general
equilibrium model used here was first employed by Harberger [8] to
analyze the corporate income tax, and later by McLure [15] to analyze
the business property and income taxes. This model has the virtue of
employing relatively few variables while still maintaining its general
equilibrium nature. This characteristic is particularly helpful when the
model is used for estimating purposes, as in this study.

The model is based upon four assumptions.” First, each of two regions
produces a single product governed by a linearly homogenous produc-
tion function, with two factors of production—capital and labor. Sec-
ond, the total amount of capital and labor are in fixed supply and fully
employed. Third, capital is mobile between regions while labor is im-
mobile.® Finally, factor groups in each region have the same price elasti-
city of demand for production in the taxed region.
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Given these assumptions, the model is comprised of six equations:

)

o
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0Py = f; 0P1x + fg (0P + 0Trx) + 0T (3)
BPY = g1,0P1yv + gx (BPK) (4)
oK oL . i
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R I Y K (6)
Y Y
where:
X = aggregate state product for the taxed region
P — price of factor or product
K = units of capital
L = units of labor
S = elasticity of substition
E — price elasticity of demand

fy and fy = share of labor and capital in production in the
taxed region

gy, and g = share of labor and capital in production in
the nontaxed region

subscript X or Y = region referred to
subscript K or L. = factor referred to
T = tax per unit

Equations (1) and (2) describe the demand for output and the pro-
duction function for the taxed region (X).” Equations (3) and (4) in-
dicate the relationship between factor and product prices in the taxed
region (X) and the nontaxed region (Y). In equations (5) and (6),
the extent of factor substitution in each region is described. Further, it
should be noted, as shown in equations (3) and (5), that the tax on in-
come or production (Tx) directly affects only the price of the product

in the taxed state (Py), while the business property tax (Tgyx) direct-

ly affects the relative amounts of capital and labor also.?
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The solutions of this set of equations for the key price variables, capi-
tal, labor in New York, labor in the rest of the U.S. and New York
production, ( aPK . aPLX ’aPLY’ and BPX, respectively) yield the

following relationships which describe the effects of each tax:

Property Tax (Tkx) Income Tax (Tx )
(7)
op ~ESyg, (Kx/Ky) 0Tgx . ~ESxgr Ky/Ky) 9Ty
K~ D K — D
(8)
yp Sy Gx—B) 0Ty op.. _ “EiSy+erSx Ky/Ky) OTy
LX = D LX = D
E-Sy'gx (Kx/Ky) 0Tgx ESygg (Ky/Ky) 0Ty (9)
OPLy = D - dPLy = D
fr*Sy Sy OT fre*Sy Sy OT
K5x Sy Tgx _ IgSSxSyt oy 1
Py = 5 Py = (10)
where:

As can be seen from these solutions, the basic difference between
these two taxes is the effect of each on labor prices in the taxed state. For
the property tax, the increased price of capital resulting from the tax
produces both a factor substitution and an output effect, whereas the
tax on production (income) produces only an output effect.

Based upon these solutions to the general equilibrium model, it is
possible to estimate the interregional effects of the two taxes under con-
sideration. The basic approach employed here was to obtain estimates
of elasticities of demand (E) and substitution (Sx and Sy), relative

factor shares (fy, f1,, gk and g1,) and the relative amounts of capital
employed in each region (Kx /Ky ). The method used for estimating

these parameters is described in the next section.
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Operationalizing the General Equilibrium Model

Because of the difficulty of measuring the above set of independent
variables, simulation analysis is particularly well-adapted to the esti-
mation of the model. Therefore, the method employed here involved
first the assignment of ranges to each of the independent variables, and
then the simulation of distributions for each of these six key variables,
BPK, aPLX’ aPLY, 0Ky, 9Py,and 0X.° In the paragraphs which

follow the method used in determining the ranges of each of these inde-
pendent variables is explained. In general, a single estimate was obtained
by applying the results of past studies to the New York case. Then
ranges were chosen based upon a priori judgments concerning the possi-
ble bias of this estimate.

The price elasticity of demand for New York State production (E)
was estimated by weighting estimates of price elasticities obtained by
Houthakker [10] for various consumer goods by the value added in the
manufacture of that product in New York for 1967. However, the value
obtained by this method (.75) most certainly is underestimated because
of the well recognized fact that the elasticity of demand for a general
category of products is generally lower than the elasticity of a subset of
those products. To take account of this fact, the range for the price
elasticity (0.75 to 1.25) was chosen.

The estimates for the elasticity of factor substitution (Syx for New
York State and S+ for the rest of the U.S.) were based upon calcula-

tions by Solow [27]. Initially, Solow’s estimates for manufacturing were
weighted by respective amounts of value added in each industry, for
New York and similarly for the rest of the U.S. Roughly identical esti-
mates (.90) were obtained by this method for each region. However,
these estimates are almost certainly over-stated due to the difficulty of
factor substitutability in the nonmanufacturing production process. The
range of the elasticity of factor substitution for each region (0.45 to
0.90) was selected with this bias in mind.

The determination of the relative factor shares of capital and labor
in each region (fig and f, in New York and gg and g, in the rest of

the U.S.) also was based upon Solow’s estimates of these shares for
manufacturing industries. As above, Solow’s estimates were weighted
by the value added in each industry for New York State and the U.S.
The values obtained by this method were again roughly identical for
the two regions (0.47 for capital’s share and 0.53 for labor’s share).
However, it is generally recognized that nonmanufacturing industries
are more labor-intensive than are manufacturing industries. According-
ly, the range for relative shares of capital in each region (0.23 to 0.47)
was chosen to reflect this substantial labor input in nonmanufacturing
industries.
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The New York gross state product (X) was estimated by assuming
that the same relationship of national personal income to gross national
product existed between state personal income and gross state product.
The estimate for New York in 1967 was $87.1 billion, while the gross
product for the rest of the U.S. was $702.6 billion. This information, to-
gether with estimates of relative factor shares, makes determination of
factor rewards possible. In this fashion, labor’s reward in New York
ranged from $47.0 billion to $67.1 billion, while in the rest of the U.S. it
ranged between $161.6 billion and $330.2 billion. The reward for capital
was calculated as a residual.

In order to determine the amount of tax that is shifted out of New
York, it is also necessary to estimate both the share of all capital owned
by residents of New York and the fraction of New York production ex-
ported. In regard to the first variable, based upon the share of U.S. in-
come, New York state residents might be assumed to own roughly 10
percent of U.S. capital. However, due to their higher than average per
capita incomes, New York residents probably own a larger share of U.S.
capital than implied by their share of total income. The range for this
variable (.10 to .20) was chosen to take account of this fact.

The determination of the fraction of New York production exported
was estimated by classifying industries as local or export-oriented.
Lichtenberg [12] made these estimates for each industry based upon
the characteristics of its product. The gross output of Lichtenberg’s local-
ly oriented industries was first determined, and then substracted from
total output to determine the amount of the New York state product
exported. The estimate obtained in this fashion (25 percent exported)
is probably understated because of the existence in New York state of
service industries (classified by Lichtenberg as local) which maintain
central offices in New York but export at least a portion of their pro-
duction. On the other hand, it is possible that some industries which
export goods from a given local area, might sell some of them to residents
in other localities in the state, causing the estimate based upon Lichten-
berg’s determination to be somewhat overstated. The range for this
variable (.20 to .40) was selected to reflect those possibilities.

The Simulated Incidence of Two Business Taxes

Table 1 presents a summary of the distributions of the simulated
price and quantity effects of a one percent general business property
tax for New York, compared with an equal yield (0.35 percent) New
York business income (production) tax for 1967. Several important
conclusions are evident from these data. First, the general effects of the
taxes are quite similar. In each case, the price of capital and labor in
New York is less, while the price of New York production and labor in
the rest of the U.S. is greater than before the tax. Further, both the
amount of capital and the total production in New York decrease with
the imposition of either of the taxes. In addition, with the exception of



Simulated Effects of New York State Business Taxes*

TABLE 1

On Factor and Product Prices and Quantities: 1967
(Percentages and Dollars)
Variable Property Tax Income Tax
Standard Range Standard Range
Price Effects Mean Deviation High Low Mean Deviation High Low
Price of Capital —0.088 0.036 —0.027 —0.222 —0.030 0.012 —0.009 —0.076
oP
Price of Labor—NYS —0.111 0.070 0.058 —0.329 —0.383 0.024 —0.458 —0.325
oP
LX
Price of Labor—U.S. 0.046 0.014 0.088 0.021 0.016 0.005 0.030 0.007
0Py v
Price of Product—NYS 0.240 0.064 0.400 0.149 0.083 0.022 0.138 0.042
a Px
Quantity Effects
Quantity of Capital —NYS —304.03 67.03 —188.44 —459.51 —206.99 42.76 —134.62 —291.43
0K x (millions of
dollars)
Quantity of Capital —NYS — 1.00 0.079 —0.814 —1.190 —0.681 0.029 —0.615 —0.749
0Ky (percent)
Quantity of Production—NYS —299.00 66.69 —186.39 —448.80 —203.57 42.59 —132.47 —284.64
(millions of dollars)
Quantity of Production—NYS —0.343 0.077 —0.214 —0.515 —0.234 0.049 —0.152 —0.327

0X (percent)

*The taxes analyzed here are a one percent general business

property tax and a 0.35 percent business income tax.
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the change in the price of labor in New York, the effects of the business
property tax are greater on prices and quantities than those of the busi-
ness income tax. The reason for this exception is that the increased
demand for labor in New York, which results from the property tax-
induced substitution of labor for capital there, limits the decrease in
wages produced by the tax-induced output effect.

The relative importance of the opposing pressures on prices as indi-
cated by these price effects is also interesting to point out. As might be
expected, the tax is apparently partially capitalized in the price of capi-
tal, and partially passed forward to consumers in the form of higher
product prices. In terms of the price of labor, the rising relative price of
New York production caused consumers to increase purchases of out-
of-state products, resulting in upward pressure on out-of-state wages.
As for New York state laborers, dwindling purchases of New York state
products generally appears to have produced downward pressure on
wages in the state, causing this factor group to share in the burden of
the tax.

The incidence of these taxes also can be shown by the effects of the
taxes on the incomes of the various factor groups in each region. Adopt-
ing the terminology suggested by Musgrave [21] and McLure [15], it
is helpful to divide the effects of a tax into those arising on the sources
side and those arising on the uses side of income. Focusing on price
effects on the uses side, real income can be changed when a tax changes
the price of a purchased product. On the sources side, real income can
be changed when the price or quantity of either capital or labor is af-
fected by the tax. In mathematical terms: ™

dRS — 8Py 'L + 8Pg'K (13)
U _ ,
dRY = 9Py'X (14)

where:
R = real income

superscripts S or U—sources or uses of income

As above, this terminology can be used to apply either to New York
State (X) or to the rest of the U.S. (Y) by the simple addition of a
subscript.

Further, the amount of the tax that is shifted out of New York State
can be determined by comparing the changes in total real income be-
tween the two areas. Specifically, for these purposes, the fraction of the
tax shifted to out-of-state residents may be defined (in terms of the de-
finition of Musgrave [21]) as:

dRvy (15)
dRx + dRy
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Table 2 presents a summary of simulated distribution of the effects
of the taxes on the sources and uses of income for New York and the
rest of the U.S. As might be expected, New York residents bear a re-
latively larger share of the burden of both taxes in terms of the uses and
sources of income. In fact, New York’s burden is between four and five
times that for the rest of the U.S. for the property tax, and much greater
for the income tax. However, when examining the sources side of income
closely in each area, some interesting contrasts are evident. In New
York, both labor and capital are hurt by the taxes, with labor bearing a
relatively greater burden. In the rest of the U.S., on the other hand,
labor benefits while capital suffers as a result of the tax. This differen-
tial effect on factor incomes arises from the immobility of labor, which
results in a separate price effect in each area.'

Several differences in the burden of the two taxes are also evident
from the results of Table 2. First, in New York, the burden of the prop-
erty tax is greater on the uses side of income, while the burden for the
income tax is greater on the sources side. Second, the total effect of
the property tax on labor and capital incomes for the rest of the U.S. is
substantially greater than that for the income tax, although the net
effect on the sources side of income is not much different for the two
taxes. Finally, the extent of shifting of the two taxes in substantially
different. While an average of about 18 percent of the burden of the
property tax is shifted out-of-state, only about 6 percent of the burden
of the business income tax is so shifted.

Summary, Conclusions and Implications

The purpose of this paper has been to demonstrate how a general
equilibrium model might be used to estimate the interregional incidence
of statewide taxes. The simulated incidence of two New York general
business taxes—a property tax and an income tax—was estimated and
compared for 1967. The empirical estimates reported above are sum-
marized in Table 3.2 These results raise questions both about the as-
sumptions of forward and backward shifting and the estimates of the
extent of interregional shifting obtained from previous studies.

First, with respect to assumptions regarding forward or backward
shifting, the property tax results indicate that about 70 percent of the
tax burden is borne on the uses side of income (forward shifted), while
only 30 percent is borne on the sources side for the entire U.S. Further,
when the sources side is disaggregated into labor and capital incomes,
the results for the U.S. as a whole imply no backward shifting of the
burden. In fact, labor in the aggregate benefits from the tax (about
—48 percent) while capital bears the largest fraction of the tax burden
(about 79 percent). Although these results concerning forward shifting
are similar to those obtained by Mieszkowski [19] and Netzer [24], they
differ substantially from the assumption of 100 percent forward shifting
employed in the studies of McLure [16] and Phares [26].



on Sources and Uses of Income:

TABLE 2
Simulated Effects of State Business Taxes*

1967

(Percentages and Millions of Dollars)

Variable Property Tax Income Tax
Standard Range Standard Range
New York State Mean Deviation High Low Mean Deviation High Low
Real Income—Labor —61.75 36.67 32.33 —157.80 —216.72 22.13 —165.56 —259.50
GRISJ (millions of
dollars)
Real Income—Capital —35.40 13.26 —14.38 — 81.50 — 12.20 4.57 — 495 — 28.08
R (millions of
dollars)
Real Income—Sources »—97.15 38.34 —10.05 —215.08 —228.92 20.17 —175.75 —265.32
dR S! (millions of
dollars)
Real Income—Uses —145.34 41.81 —69.31 —265.18 — 50.13 14.42 — 23.90 — 91.47
dRY (millions of
dollars)
Real Income —242.49 45.35 —147.99 —336.01 —279.04 8.29 —256.73 —297.15
OR (millions of
dollars)
Real Income — 154 .034 —.088 — .226 — 176 .012 — .148 — .206

dRx /Rx (percent)
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TABLE 2—(Continued)

Variable Property Tax Income Tax
Standard Range Standard Range
New York State Mean Deviation High Low Mean Deviation High Low
Remainder of U.S.
Real Income—Labor 206.03 61.90 386.82 87.16 70.98 21.32 144.73 30.03
dRY (millions of
dollars)
Real Income—Capital —198.46 64.16 — 178.29 —443.31 — 68.37 22.10 — 26.97 —152.72
R § (millions of
dollars)
Real Income—Sources 7.57 9.21 33.00 — 23.20 2.61 3.17 11.37 — 7.99
RS (millions of
dollars)
Real Income—Uses — 62.90 20.12 — 2571 —125.18 — 21.69 6.94 — 8.87 — 43.17
oRY (millions of
dollars)
Real Income — 55.33 23.53 — 6.85 —119.22 — 19.08 8.15 — 237 — 41.13
OR  (millions of
dollars)
Real Income —.008 .003 —.001 — .016 — .003 .001 — .001 — .006
ORvy /Ry (percent)
Shifted Burden 18.202 6.045 32.459 2.701 6.402 2.724 13.789 799

dRy

dRx + ORvy (percent)

*The taxes analyzed here are a one percent general business property tax and a 0.35 percent business income tax.
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TABLE 3
Summary of the Incidence of New York State General Business Taxes:*
Distribution of the Change in Real Income
(Percentages and Millions of Dollars)
New York State Rest of U.S. U.S. Total
Change Percent Change Percent Change Percent
in Real of Total in Real of Total in Real of Total

Property Tax  Income Burden Income Burden Income Burden
Uses of

Income  $—145.54 60.0 $— 62.90 113.7 $—208.44 69.9
Sources of

Income — 97.15 40.0 757 — 13.7 — 89.58 30.1
TOTAL

INCOME $—242.69 100.0 $— 55.33 100.0 $—298.02 100.0
Capital

Income $— 3540 14.6 $—198.46 358.7 $—233.86 78.5
Labor

Income — 61.75 25.4 206.03 —3724 14428 — 484
Consumer

Income —145.54 60.0 — 62.90 113.7 —208.44 69.9
TOTAL

INCOME $ 242.69 100.0 $— 55.33 100.0 $ 298.02 100.0
Income Tax
Uses of

Income $— 50.13 18.0 $— 21.69 113.7 $— 71.82 24.1
Sources of

Income —228.92 82.0 261 — 137 —226.31 75.9
TOTAL

INCOME $—279.06 100.0 $— 19.08 100.0 $—298.13 100.0
Capital

Income $— 12.20 44 $— 68.37 358.3 $— 80.57 —27.0
Labor

Income —216.72 77.6 70.98 —372.0 —145.74 —489
Consumer

Income — 50.13 18.0 — 21.69 113.7 — 7182 —24.1
TOTAL

INCOME $—279.05 100.0 $— 19.08 100.0 $—298.13 100.0

*The taxes analyzed here are a one percent general business property tax and a 0.35 percent

business income tax.

In contrast to the case for the property tax, the results indicate that
only about 24 percent of the business income tax is borne on the uses
side of income (forward shifted) with 76 percent borne on the sources
side. Further, when the sources side of income is disaggregated, the re-
sults indicate substantial backward shifting of the tax. Specifically, capi-
tal bears only 27 percent of the burden while labor bears about 49 per-
cent. These results are also quite different from the assumptions used
in other studies. For example, McLure [16] assumes 100 percent of the
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tax is borne by capital while Phares [26] assumes 50 percent is borne
by consumers (forward shifted) and 50 percent is borne by capital.

The empirical results also suggest the existence of wide variability in
the effects of the taxes between regions.’* For example, while the burden
of the property tax in New York state is divided roughly 60 percent for
uses and 40 percent for sources of income, the result for the rest of
the U.S. is much different (113.3 percent for uses and —13.3 percent for
sources of income). Similarly, while only about 18 percent of the burden
of the business income tax is borne on the uses side of income in New
York state, 113 percent of the burden in the rest of the U.S. is borne
on the uses side. For both taxes, these results cast serious doubt on the
validity of applying a standard set of shifting assumptions for each tax
in all regions.

Finally, it should be noted that estimates of the extent of interregional
shifting of the taxes derived here differ somewhat from those obtained
by McLure [16] in the only other comparable study of New York
State. Specifically, McLure estimated that about 10 percent of the busi-
ness property tax and 50 percent of the corporate income tax in New
York were exported, while the results of this study suggest that about
18 percent of the business property tax and 6 percent of the corporate
income tax were exported. However, because of the questions raised
above concerning the assumptions with respect to forward vs. backward
shifting employed by McLure, these differences are not particularly
surprising.

At the outset of this study, the need for obtaining estimates of inter-
regional tax incidence for the formulation of regional economic policy
was discussed. While previous studies have been useful in providing in-
formation to policy makers concerning aggregate interregional tax inci-
dence, their application has been hampered by a failure to employ region-
specific estimates of the incidence of specific taxes. The method de-
scribed above provides a method of estimating the incidence of specific
taxes on a region-by-region basis. It is likely that its application to other
taxes and regions can provide insight which, when used in conjunction
with the results of other studies, could make more informed public policy
decisions possible.

FOOTNOTES

1See Burkhead [5], Netzer [23] and Perloff
and Levin [25].

2Among the studies employing this approach
are O. H. Brownlee [3], R. Musgrave and D.
Daicoff [22], C. McLure [16] and D. Phares
[26].

3See P. Mieszkowski [18], D. Netzer [24],
H. Aaron [1] and R. Musgrave [20].

4See D. Netzer [24].

5For the sake of brevity, only the essential
aspects of the McLure model will be discussed
here. For a more complete discussion of the
model and its assumptions, see McLure [15].

6The assumption of immobile labor and mo-
bile capital is intended to be an approximation
of reality. While it is true that in the long run
labor is not perfectly immobile, the assump-
tion is made here to distinguish this factor
from capital, which is certainly more mobile
in the long run.

“While the model is formulated in terms of
one taxed region (here New York State) and
another with no tax (the rest of the U.S.), a
similar interpretation of the results misht be
obtained if it were assumed that a tax differen-
tial exists between the regions.
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8For a discussion of the equivalence of pro-
duction and income taxes within the context
of this model, see McLure [15].

9More specifically, for each of the indepen-
dent variables, a uniform distribution between
the ranges was chosen for simulation purposes.
While the results presented here are based
upon 512 observations, these results did not
differ markedly from those obtained from 256
observations.

10The existence of an index number prob-
lem in the choice of weights for these price
effects should be noted here. For the purposes

61

of this study, post-tax values of X were used
as weights for analysis on the uses side of
income. Since New York production declined
because of the tax, this choice of weights will
produce a smaller effect on the uses side of
income in both regions than would have been
the case if pre-tax weights had been chosen.
Further, the decrease in real income resulting
from the decrease in the production of New
York (Py e 0X) is ignored in this analysis,
since this can be seen as being at least partial-
ly offset by increased production in the re-
mainder of the U.S.
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