INTERNATIONAL ECONOMIC REVIEW

United States International Trade Commission Washington DC
Office of Economics 20436

November/December 1997

In This Issue:

Country and Regional Developments

International Trade Development
U.S. Trade with Sub-Saharan Africa

Does Cutting Trade Barriers Cause More Rapid Economic Growth?

1995 Termination of GATT Antidumping and Subsidies Codes

International Economic Comparisons

U.S. Economic Conditions

U.S. Productivity and Costs

U.S. Trade Developments

Statistical Tables

USITC Publication 3078



OFFICE OF ECONOMICS

Robert A. RogowskyActing Director

The International Economic Revieig a regular staff publication of the Office of Economics, U.S. International
Trade Commission. The opinions and conclusions it contains are those of the authors and do not necessarily
reflect the views of the Commission or of any individual Commissioner. I[EReis produced as part of the
Commission’s international trade monitoring program. Its purpose is to keep the Commission informed about
significant developments in international economics and trade and to maintain the Commission’s readiness to
carry out its responsibility to provide technical information and advice on international trade matters to policy-
makers in the Congress and the Executive branch. |EReis available to Government officials outside the
Commission on a request basis. TER also is available on the Commission’s Internet web site (http://www.
usitc.gov/) and through the U.S. Department of Commerce’s National Trade Data Bank (NTDB). Inquiries or
comment on items appearing in tHeR may be made directly to the author, or to:

Editor, International Economic Review

Country and Regional Analysis Division/OE, Room 602
U.S. International Trade Commission

500 E Street SW., Washington, DC 20436

Telephone (202) 205-3255




November/December 1997 International Economic Review

TABLE OF CONTENTS

Page
COUNTRY AND REGIONAL DEVELOPMENTS ........................ 1
INTERNATIONAL TRADE DEVELOPMENTS .......................... 3

USITC releases third annual report on U.S.-Sub-Saharan Africa Trade Flows

The report highlights developments in trade, aid, investment, and regional integration during 1996 and
features an explanation of the WTO’s new plan of action for least developed developing countries.
(Connie Hamilton, 205-3263) . . . . . . oo e 3.

Does Cutting Trade Barriers Cause More Rapid Economic Growth?

The benefits of trade liberalization are greater than generally appreciated. Moves toward freer trade
mean not only the one-time benefit of lower prices for consumers and greater market opportunities for
exporters; they induce, through direct and indirect channels, more rapid economic growth over the
long run, a recently released ITC study concludes.

(Michael Ferantino, 205-3241) . . . . ... oot 7.

1995 Termination of GATT Antidumping and Subsidies Codes

Although the WTO superseded the GATT organizationally, the rules underlying both co-existed for a
one-year transition period during 1995. Due to their more complex nature, the dispute-settlement
mechanisms of the GATT Antidumping and Subsidies Codes were maintained during 1996 for a second
year. The tables in the article show the final GATT antidumping and countervailing duty notifications for
these agreements as of their termination.

(Edward WIlson, 205-32680 . . . . . ...t e 12.

INTERNATIONAL ECONOMIC COMPARISONS
(Mike Youssef, 202-205-3269) . . . .. vttt it 15.

U.S. Productivity and Costs
U.S. productivity rose and unit labor costs declined in the third quarter
(Mike Youssef, 202-205 3269) . . . . ..ttt 15.

U.S. TRADE DEVELOPMENTS
(Mike YOussef, 202-205-3269) . . . . . . ...\ttt e 21.

STATISTICAL TABLES
(Dean Moore, 202-205-3250) . . . . . vttt 27.

APPENAIX A L, 31



November/December 1997

International Economic Review

COUNTRY AND REGIONAL
DEVELOPMENTS

At A Glance. . .

OECD each of the Mercosur partners that arevork on these proposals includin
set to expire December 31, 1997. | finalizing the scope of coverage, flex
ible phasing, measures covered, a

International Business _Transactiop<\ftershocks of the 1997 Asian finarj-implementation. Progress on thes
was agreed at a negotiating conferCial Crisis were particularly strong ip sectors will be reviewed at the ne
ence in Paris on November 20. 19 7Brazil during October-Novembel APEC Trade Ministerial meeting in
Its signature is scheduled for Decefn1997- On November ¥ the Brazil- | June 1998.

ber 17, 1997 by both the 29 oEdpian government— flatly ruling out the ]
member states, as well as 5 nonme npption of a currency devaluation—a -Mexico

ber countries— Argentina, Brazij, PrOved an economic austerity progrjm, i president Emesto Zedil
Bulgaria, Chile and the Slovak Repub_that included an $18.2 billion package

f budaet cut d tax i texpressed disappointment over th
lic. The convention addresses corrp® PUCGEL CUIS and ax INCreases "o,y o ot they.S. Congress to gran
tion involved in promising or giving

shore up the Brazilign currency. Al 0”fast-track” authority to President
bribe (“active” bribery), as opposed oa_T pal(rjt zf thetgustenty rgetasurt_es, ? linton, an event thabok place just
receiving one (“passive” bribery). T ei/’l and Argentina agreet 0 rlauste 1% few days before Mr. Zedillo's visi
convention seeks a functional equija: c'cOSUr common. extemal tanif ;.\ shington D.C. on Nov. 13. A

lence among measures taken by si éCET) by (31 pe:cent frortn th? curre .tthis meeting, which was their secon
tories against the bribery of foreign@Ve€rageé ad vaiorem rate ob approxi-
public officials.

The OECD Convention on Combating
Bribery of Foreign Public Officials i
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tariff rate applied to non-membersther progress in facilitating the pro
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during the final months of 1997 dg-this tariff hike and for the time being = companies.
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fast track legislation. Mercosur is tfjehike, Mercosur in fact had led to a re-
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guay, and Uruguay. Discussions feMerely replaces a 3 percent “statisfiing on November 6-7, 1997, the busj-

tween Mercosur and Canada were jhical” tax already assessed. ness community took a unified stan|
tiated in mid-1997; a trade and invesgt- in support of an industry-led, market
ment arrangement is likely to teAPEC driven, self-regulatory approach t
signed in early 1998, which eventually global electronic commerce, despit

could become a stepping stone foi &uring November 21 and 22, APE{concerns raised by the U.S. (over e
more comprehensive trade agreemgnMinisters selected nine sectors for eareryption) and EU governments (ove
Mercosur has engaged in more sdyibly voluntary sectoral liberalization| privacy). The TABD also stronglyj
stantial trade talks with Mexico sinqeThe nine sectors were: environmentarged the U.S. and EU to promptl
late 1996, but negotiations hayegoods and services, energy sector, flsreach a long-term resolution of prol
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COUNTRY AND REGIONAL
DEVELOPMENTS—Cont.

EU—Cont.

trade liberalization, including expand-
ed participation in the ITA and the
chemical tariff harmonization agreg-
ment and global tariff liberalization ip
agreed upon sectors. On the govern-
mental level, a breakthrough was gn-
nounced on the EU’s ban on specified
risk materials (SRMs) when EU offf-
cials announced that steps would |be
taken to avoid disrupting commerde.
Deputy Secretary of Commerce Bb
Mallet announced creation of a high
level interagency group to focus @¢n
implementation of TABD recommer}-
dations.

U.S. Trade

The U.S. trade deficit rose 18.6 per-
cent in September to $11.1 billion, 1.6
billion more than the $9.5 billion i
August. Exports of goods decreaged
to $56.5 billion and imports of goods
increased to $74.7 billion. Exports pf
services increased to $21.5 billign
and imports of services increased [to
$14.4 billion. The surplus on services
of $7.1 billion remained virtually
equal to previous month surplug
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INTERNATIONAL TRADE
DEVELOPMENTS

I oil imports. The U.S. merchandise trade deficit with
US Trade Wlth Sub-Saharan Africa rose to over $9 billion—a record
Sub-Saharan Africa high, outpacing the $8.6 billion trade deficit of 1990.

Transportation equipment, agricultural products,
. machinery, electronic products, and chemicals are the
Factors |nﬂuenC|ng U.S. Trade largest U.S. merchandise export sectors with respect to

with Sub-Saharan Africé Sub-Saharan Africa. Combined, these five sectors
accounted for 80 percent of the value of U.S.

More than 30 Sub-Saharan African countries are merchandise exports to the region in 1996. Exports of
opening their economies to global trade and foreign transportation equipment increased by more than 44
investment by removing exchange controls, liberali- percent during 1995-96, with exports to South Africa
zing investment regimes, privatizing state-owned (the region's largest purchaser of U.S. transportation
enterprises, eliminating subsidies, ending price equipment) up by 18 percent and exports to Nigeria
controls, and instituting tighter disciplines over govern- (the second largest purchaser of U.S. transportation
ment spending. But many of these countries also haveequipment) up by 88 percent.
high tariffs, inadequate and fragmented infrastructure,
cumbersome and inefficient bureau- cracies and other
problems that hinder the expansion of trade and
investment.

A 19.3 percent increase in imports of energy-
related products during 1995-96 (mainly due to crude
oil price increases, with Nigeria the leading supplier)
accounted for a large portion of the increase in imports

The following factors are believed to generally from Sub-Saharan Africa; energy-related products
influence U.S. trade and investment with Sub-Saharanmade up 71 percent of total U.S. imports from the
Africa: historical commercial and cultural relationships region in 1996. Imports of minerals and metals (mostly
between the region and former European colonial platinum-group metals, with South Africa the leading
powers; the availability of preferential trade programs supplier) increased by 1.6 percent, and were the
for developing countries; macroeconomic conditions; second-leading category of U.S. imports from the
transportation costs between Africa and the Americas;region. Imports of agricultural products (chiefly
local market conditions and productivity; physical tropical products such as cocoa products, coffee and
infrastructure; political stability; a fair and transparent tea, natural gums and resins, and vanilla beans, with

legal system; and the business climate. Cote d'lvoire the leading supplier) grew by 6 percent
and also were significant during 1996.
U.S.-Sub-Saharan Africa Trade The major U.S. export markets in Sub-Saharan

Africa remain South Africa and Nigeria. These

Sub-Saharan Africa accounted for about 1 percentcountries together accounted for 63 percent of U.S.
of U.S. merchandise exports and 2 percent of U.S.exports to the region. Other important markets in 1996
merchandise imports in 1996. U.S. merchandise and their export shares were Ghana (4.9 percent of
exports to Sub-Saharan Africa totaled $6.0 billion in regional exports) and Angola (4.4 percent).
1996, up from $5.3 billion in 1995. U.S. imports rose
to a record high $15.1 billion in 1996, up from $12.9
billion in 1995, due largely to price increases in crude

Major import suppliers include Nigeria (more than
96 percent of U.S. imports from that country were
energy-related products), Angola, South Africa, and

1 Sub-Saharan Africa includes 48 African countries to Gabon. These four countries accounted for 84 percent
the south of the Great Sahara. The definition excludes ~ Of U.S. imports from Sub-Saharan Africa in 1996.

countries of North Africa—Egypt, Algeria, Libya, and Imports from Angola and Gabon also were heavily
Tunisia. concentrated in energy-related products, particularly
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crude oil. Imports from South Africa were more Regiona| Economic |ntegration
diversified across sectors. _ _ .
During 1996, the West African Economic and

The average trade-weighted duty rate on U.S. Monetary Union (WAEMU) continued to make
imports from Sub-Saharan Africa fell from 1.7 percent progress towards the scheduled January 1, 1998
ad valorem in 1995 to 1.5 percent in 1996. The highestestablishment of a regional customs union of primarily
tariffs on U.S. imports from Sub-Saharan Africa were former French colonies (WAEMU members are Benin,
on textiles and apparel (17.9 percent), footwear (12.2Burkina Faso, Céte d'lvoire, Mali, Niger, Senegal,
percent), and agricultural products (8.8 percent). The Togo, and Guinea-Bissau). The Southern African
lowest tariffs were on energy-related products (0.5 Development Community (SADC) also made
percent), machinery (2.3 percent), and transportationsignificant progress towards consolidating regional
equipment (3.0 percent). In 1996, 58.4 percent of U.S. economic integration and made some headway towards
imports from the region were dutiable. its goal of establishing a regional free-trade area by the

U.S. imports under the Generalized System of Y&& 2000 (SADC members are Angola, Botswana,

Preferences (GSP) program rose from $488.8 million Lesotho, MaIaW|, Ma_urltlus, Mozarr_]blque, Nem|b|a,
in 1995 to $588.2 million in 1996, or by 20.3 percent, S_OUth Africa, Swazﬂapd, Tanzania, Zambia, and
and accounted for 3.9 percent of the total value of U.S.2imPabwe).  SADC  signed a memorandum of
imports from the region. Much of this increase was due understanding W!th the U”'te‘,’ States in 19,96 to
to higher imports from South Africa, which rose from enhance economic, trade, and investment relations.

$357 million in 1995 to $429.3 million in 1996, However, progress towards the creation of a
equivalent to 73 percent of such imports from the customs union by the members of the Common Market
region in 1996. for Eastern and Southern Africa (COMESA) slowed

significantly during 1996, as a result of diminished
political and financial support for the organization by
its members, intra-regional conflicts between members,

Foreign Investment in and domestic unrest within members (COMESA

_ i members are Angola, Burundi, Comoros, Eritrea,
SUb Saharan AfI'ICa Ethiopia, Kenya, Lesotho, Madagascar, Malawi,

Global foreign direct investment (FDI) in Mauritius, Mozambique, Namibia, Rwanda, Sudan,
Sub-Saharan Africa is concentrated in only a few Swaziland, Tanzania, Uganda, Zaire, Zambia, and
countries and a few economic sectors. Global FDI in Zimbabwe).

Sub-Saharan Africa increased from $2.2 billion in

1995 to $2.6 billion in 1996. Of this amount, .

approximately $600 million went to Nigeria's Flnance, Tradev and .
oil-producing and exporting sector, and more than Development Issues AffeCtlng

$400 million to oil-exporting Angola; other leading U.S —Sub-Saharan Africa Trade

recipients were Ghana, Gabon, Cameroon, and

Zambia. The investment-grade South African economy &Nd INvestment Opportunities
led Sub-Saharan Africa as a recipient of commercial At the World Trade Organization (WTO)

bank I_oans and foreign portfolio investment (including \inisterial Meeting in Singapore in December 1996,
bond issues). Ministers adopted the Comprehensive and Integrated

U.S. investment (as measured by capital flows) in Plan of Action for Least-Developed Countries. The

Sub-Saharan Africa totaled $540 million in 1996, Plan was designed to develop an approach to
down from nearly $797 million in 1995, and below the Multilateral — assistance measures for the least-
1992-96 period peak of $865 million in 1993. On a developed cou_ntrles. Initial participants in the program
global basis, Sub-Saharan Africa remains a relatively to provide assstance to least-developed countries are
insignificant destination for new U.S. investment. In the WTO, International Monetary Fund (IMF), World
1996, investment in Sub-Saharan Africa was 0.6 Bank, and United Nations agencies.

percent of U.S. worldwide investment, down from the Financial activity in Sub-Saharan Africa by
1992-96 period peak of 1.1 percent in 1993. During international organizations generally declined in 1996.
1996, the leading destinations of U.S. investment in the Activity by the World Bank Group—the Multilateral
region were Nigeria ($263 million or 48.7 percent of Investment Guarantee Agency, the International
the regional total) and South Africa ($258 million or Finance Corporation, and the International
47.8 percent of the total). Development Association—all declined in 1996. Total
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loan disbursements to Sub-Saharan Africa by the IMF subsidies by the end of 1996. U.S. imports of sugar and
also declined. In other developments, the IMF and the tobacco from a number of countries in the region were
World Bank jointly agreed to a debt initiative that was affected by 1996 adjustments to tariff-rate quotas on
designed to reduce to sustainable levels the debtthese products.

burden of heavily indebted poor countries. The United States registered a trade surplus of

U.S. Government programs directed toward $90.4 million in forest products with Sub-Saharan
Sub-Saharan Africa generally increased in 1996 from Africa in 1996, which was $44.6 million (33 percent)
the previous year. The Overseas Private Investmentless than in 1995. South Africa, the largest U.S. sector
Corporation (OPIC) insured more than $171 million in trading partner in the region, reduced tariffs on paper
new investments in Sub-Saharan Africa in 1996, up by and paperboard, the major sector exports to the region.
54 percent from 1995. OPIC's finance program Regional policy developments focused on conservation
accounted for $80 million, an increase of 26 percent of tropical-hardwoods resources in addition to trade
over the 1995 level. Support from the Export-Import liberalization, but the impact of these developments on
Bank of the United States (Eximbank) in the form of U.S.-Sub-Saharan Africa trade are likely to be
loans, guarantees, and medium-term insurance toinsignificant; rather, potential for U.S. sector export
sub-Saharan Africa increased from $2.7 billion in 1995 growth is dependent on an increase in the region’s
to $3.1 billion in 1996. Obligations by the Trade and overall paper consumption.

Development Agency in Sub-Saharan Africa increased
from $3.9 million in 1995 to $5.0 million in 1996. The
U.S. Agency for International Development (USAID),
however, allocated $632 million for programs in
Sub-Saharan Africa, 25 percent less than in 1995.

The U.S. trade surplus with Sub-Saharan Africa in
chemicals and related products decreased from
$478.9 million in 1995 to $268.9 million in 1996. In
this sector, Sub-Saharan African countries are only
minor trading partners and trade with the United States

On May 30, 1997, as part of a legislative package is limited to specific products. U.S. exports consisted
to renew the Generalized System of Preferences (GSPmnainly of intermediate chemicals to South Africa and
program, President Clinton designated 1,783 productsNigeria to meet shortfalls in local production. The
eligible for GSP duty-free treatment when those increased value of U.S. imports, consisting mainly of
products are produced in the least-developed aromatic chemicals produced in Nigerian refineries
beneficiary developing countries, most of which are in from crude petroleum, resulted largely from increased
Sub-Saharan Africa. prices in 1996.

The United States’ trade deficit with Sub-Saharan

. Africa in energy-related productswidened from $8.9
U.S. and Sub-Saharan African piiion in 1995 to $10.6 billion in 1996, as the value of

Economic and Trade Policies imports from the region rose sharply due mainly to

; increased world crude-petroleum prices. However,
AﬁeCtmg US Tl'(':'.lde and U.S. energy exports to the region also rose, with
Investment In I\/Iajor Sectors increased demand for clean-burning U.S. coal for

electric-power generation, driven by South Africa’s

economic recovery. Among the sector activities in the
region, Angola plans to open additional energy sectors
to foreign investment, and South African energy

gompanies are striving to expand into neighboring
countries. The funding of joint-venture operations in

Nigeria was impeded during the year by the national
etroleum company’s budgetary shortfalls.

During 1995-96, the U.S. trade surplus with
Sub-Saharan Africa imgricultural products fell by
$215.9 million (86 percent) to $33.8 million. Grains
and vegetable oils, the main commodities to the region,
were exported in lesser amounts than in past years, du
partly to record-low stocks, high grain prices, and U.S.
export-promotion and food-assistance programs being
scaled back in 1996. Concerns about decreased globa’?
food aid were expressed by African and other The U.S. trade deficit itextiles and apparelwith
food-deficit developing countries at the 1996 World Sub-Saharan Africa declined by $60.7 million (31
Food Summit. Among the major trading partners in the percent) from the 1995 level to $194.4 million in 1996.
region that continued to reform their import policies Decreased imports of sector products were attributed,
and domestic agricultural support programs, Nigeria in part, to the continued effects of U.S. import quotas
reduced duties and port charges on wheat and rice (thdrom two Sub-Saharan producers and declining
two leading U.S. agricultural exports), but still banned competitiveness of regional apparel products. U.S.
corn imports. South Africa completed a revamping of exports of used clothing to the region have been
its agricultural marketing boards and eliminated export growing in recent years, but this has also reduced
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demand for locally made clothing, which has led to a The U.S. trade surplus with Sub-Saharan Africa in
decline in production and employment in the textile transportation equipment increased by $506.4
and apparel industries in several countries. Increasednillion (45 percent) in 1996 to reach $1.6 billion.
growth of U.S. import quotas are provided for under Increased sector exports reflected continued
the WTO Agreement on Textiles and Clothing. development efforts in the region, particularly
Legislation currently pending in Congress, &feican infrastructure development, growth of the mining
Growth and Opportunity Actwould eliminate current  industry, and promotion of tourism. U.S. exports to
U.S. import quotas, provided there are safeguardsleading markets continue to be subject to high tariffs,
against transshipment, and allow for sector productsalthough South Africa continued reducing certain
currently excluded from the GSP to be considered for tariffs for the principal U.S. sector exports to the region
duty-free treatment under the program. in 1996. South Africa’s import credits, allowances, and
export-oriented rebates to its automobile industry have
After several years of increasing deficits, the U.S. come under scrutiny for possible conflict with the
trade deficit with Sub-Saharan Africamminerals and WTO. Policy reforms and infrastructure investment by
metals was largely unchanged, shrinking only $25.1 several Sub-Saharan African countries offer the
million (1 percent) to $1.9 billion during 1995-96. Net potential for increased demand for U.S. transportation
export growth in U.S. sector trade with the region was equipment, although transparency problems in
due largely to increased exports of steel mill products tendering procedures and budgetary shortfalls have
and particularly to large transfers of nonmonetary gold been experienced. U.S. bilateral and multilateral

bullion. Extension of additional GSP benefits to support for infrastructure, mining, and energy projects
Zambia and Zaire may enhance competitiveness ofalso provides opportunities for U.S. exports of

their cobalt alloys in the U.S. market, but these transportation equipment.
countries have limited capacity to expand production in
the immediate future. Many countries continued
structural-economic reforms, including liberalization

of investment and mining regulations, which portend
further U.S. trade and investment in the region. South
Africa, the United States’ largest sector trading partner
in the region, continued reducing tariffs and subsidies,

although scheduled duty-rate reductions on flat-rolled L
. . : leader, was due largely to the region’s widespread need
aluminum mill products were slowed in response to . L L
for upgrading and expanding its telecommunications

local industry concerns. Several U.S. mining : o .
. . . .and computing capabilities. Problems  with
companies were successful bidders for certain assets in

Zambia's privatization of its debtridden state mFeIIectuaI—property protection and. its enforcement are
copper-mining company widespread. Improvements du_rlng 1996 include
' Kenya’s extension of its Copyright Act to protect

The United States continued to experience an COMPUter programs. A number of U.S. companies have
overall trade surplus imachinery with Sub-Saharan ~ alréady invested in Tanzania's telecommunications
Africa in 1996, which increased by $101.6 million (17 SEctor. Privatization of telecommunications in the
percent) to $687.0 million compared to 1995. Despite "€9ioN and multilateral funding of infrastructure

shortages of foreign exchange, economic slowdowns,iMProvements should benefit U.S.  producers and
and high import duties on machinery in some

During 1996, the United States maintained a
$676.6 million trade surplus electronics and related
products with Sub-Saharan Africa, down slightly
($27.3 million or 4 percent) from the 1995 level.
Growth in U.S. exports of sector products to the
region, especially of telecommunications and computer
equipment, of which the United States is a global

vendors of telecommunications equipment, automatic

countries, growth in U.S. sector exports benefited from data-processing equipment, and computer software.
duty suspensions and tax incentives for imported The U.S. trade surplus with Sub-Saharan Africa in
capital equipment granted by many countries in the miscellaneous manufacturedotaled a comparatively
region. South Africa, the largest market for U.S. modest $6.0 million in 1996, down from $7.3 million
machinery, agreed to reclassify certain U.S. washingin 1995. U.S. exports continued to be hampered by the
machines, which removed duties as high as 30 percentregion’s restrictive trade policies, although Nigeria
As in the previous year, increased U.S. machinery removed the import ban on furniture. This policy
imports in 1996 were due primarily to increased change will likely have little effect on U.S. trade, for
imports from South Africa under the GSP program. South Africa has been the major market for U.S.
The numerous resource-development, manufacturing,furniture in the region. U.S. imports continued to be
and infrastructure projects in the region, sponsored byhampered by the lack of a regional manufacturing base
multilateral lenders, have the potential to increase outside of South Africa capable of producing
demand for U.S. machinery. export-quality finished goods at competitive prices.
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Many sector products are eligible for GSP benefits, but have dramatically exceeded those in Latin America and
U.S. luggage and handbag manufacturers, concernedifrica for a period of several decades. A key
over the adverse impact that imports from component of this growth has been strong export
less-developed countries have already inflicted upon performance. In the formerly Communist economies of
their industry, opposed eliminating the GSP exclusion Eastern Europe and the Soviet Union, those economies
for these items. adopting market-oriented reforms early—notably
Poland, Hungary, and the Czech Republic—have
enjoyed a more rapid return to growth. A substantial

$932 million in 1995, because few countries in the P0dy Of economic theory and empirical analysis
region have indigenous service providers that are suggests not only that trade Ilberal|ze}t|on can Ie_ad to
active internationally. However, service industries such accelerated economic growth, but points to particular
as tourism, education, telecommunications, health care,N€chanisms by —which —the linkage —between
and finance are being developed in some Sub-SaharafPeralization and growth might operate. Tbgnamic
Africa countries. Some of these countries have adoptedEffects study reviews the literature in this area, and
policies to enhance efficiency and further integrate Presents econometric analyses by USITC staff that
their markets into the global economy, but vestiges of highlight particular aspects of the trade-growth linkage.
trade-restricting policies remain. Numerous projects . o .
were supported by U.S. bilateral and multinational ~ Understanding trade’s contribution to growth is
funding to upgrade the region’s capabilities to provide important because even relatively modest changes. in
services, along with encouraging reforms to privatize the rate of economic growth can have dramatic
and liberalize the provision of services. Scheduled consequences for standards of living over a generation
commitments of Sub-Saharan African countries under ©f two. Consider two countries with identical per capita
the WTO's General Agreement on Trade in Services income, one which experiences no economic growth
(GATS) are modest and are likely to have little impact @nd one which enjoys per capita income growth of 2
on U.S. trade in the near future. Longer-term effects percent per annum. The growing country will enjoy
may be substantial, given that GATS signatories havedouble the material living standard of the no-growth
committed to participate in negotiations to liberalize country within about 36 years. At a growth rate of 3
international trade and investment. percent per annum, the growing country will double its
living standard in only 24 years. If openness to trade
raises economic growth by even a few tenths of a
percentage point per year, trade liberalization would
have important consequences for both human
well-being and for global patterns of economic activity.

The United States continued to record a sizable
trade surplus irservicestrade with Africa, which was

The reportU.S.-Africa Trade Flows and Effects of
the Uruguay Round Agreements and U.S. Trade and
Development Poligy USITC publication 3067,
available by calling the USITC, Office of the
Secretary, (202) 205-1809.

At the time of the debates surrounding NAFTA and
the Uruguay Round, estimates were made of the

DoeS Cuttlng Tr-ade potential impact of these agreements on the U.S. and

world economies. The consensus was that the positive

Barriers Cause More Rapld impact of these agreements was modest, on the order

: of one-tenth to one-half of a percentage point of GDP.
ECOn0m|C GrOWth? Such estimates were derived from a comparative statics
framework, which simulates the data for a single base
period with and without a hypothetical change in the
: environment, e.g. comparing the actual North
Introductlon American economy in 1991 with a simulated North
On October 31, 1997, the USITC concluded its American economy in 1991 with NAFTA in place.
study The Dynamic Effects of Trade Liberalization: An  Since economic growth by definition takes a period of
Empirical Analysis.Conducted at the request of the time to unfold, simulations using the principle of
U.S. Trade Representative, the study examined thecomparative statics ignore the potential impact of trade
relationship between trade liberalization and economic and its liberalization on economic growth—the
growth. Recent historical experience suggests thatso-called dynamic gains of trade liberalization. Newer
countries that participate in international markets enjoy methods of simulating trade agreements can potentially
more rapid economic growth. For example, growth capture not only the process of economic growth itself
rates of per capita income in East Asian economiesbut the impact of trade liberalization on growth.
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any given technology leads to a certain long-run level
of per capita income. A one-shot improvement in

Why Should Freer Trade Lead
to Faster GrOWth? efficiency leads to an increase in this long-run level of
per capita income. After a trade liberalization, which

It has long been understood that freer trade moroves efficiency. the economv would arow for a
promotes more efficient economic activity, leading to Improv iciency, y would grow

an increase in average income. The customaryw(;me’tals newf capital |nvestrrt1en.tt-takesT|r3]I_ace tovﬁfe
arguments for free trade, originating with David advantage  of  new  Opportunities. S gro

Ricardo in the 19th century and since elaborated and_eventgally S'P_WS down’ as_diminishing _returns to
refined, run along the following lines. Under free trade, installing additional capital per worker set in, and the

the national economy is exposed fully to international economy approache_s Its  new eqU|I|t_>r|u_m. (Th?
prices. Given competitive markets within the national neoclassical explanation for why per capita income is

economy, firms have an incentive to produce the 9r0Wing most of the time is that improvements in
bundle of goods and services which are most valuablet®chnology and efficiency are taking place most of the
at international prices. These goods and services willime: Itis the steady stream of these improvements that
be selected according to the country’s comparative C2USe€s long-run economic growth.)

advantage; that is, they will utilize resources which the . _ .

country is relatively abundant in (capital, skilled or 5?9'””'”9 in the mid-1980s, -a new wave ,Of
unskilled labor, particular raw materials, and/or certain 1€0rizing on the causes of economic growth came into
grades of agricultural land, depending on the country) the vogue. Known agndogenous growth theoryt

as well as goods in which the country possessesattempted to trace technological improvements to their
particular technological knowhow. As a concrete underlying causes, rather than simply assume a
example, the most efficient way for Americans to constant stream of such improvements as in the
obtain coffee is not to grow it here (it's too cold neoclassical model. Endogenous models variously
anywhere except for Hawaii, where most of the land is emphasized  such  sources of growth as
devoted to other purposes) but to produce computersiearning-by-doing and human capital accumulation
and aircraft, which we do efficiently, sell these on the (particularly if the benefits of these spill over to other
world market, and buy coffee from other countries. firms or workers), incentives for firms in imperfectly

When a  country  produces the  most competitive markets to do innovative R&D, and the
internationally-valuable bundle of goods and services, possible absence of diminishing returns in the

it can sell these for the greatest real income. This in
turn makes it possible to buy the greatest possible
value of consumables according to the desires of
consumers.

production of capital goods.

Many endogenous growth models give rise to the
prediction that the gains in efficiency made possible by

Do the increases in efficiency brought about by trade liberalization may lead to permanent increases in
trade liberalization lead to more rapid economic the rate of economic growth. By a variety of
growth? The ultimate sources of economic growth are assumptions, these models suspend the diminishing
increases in productive inputs, such as the labor supplyreturns to capital accumulation which cause the growth
physical and human capital, and improvements in effects of liberalization to be eventually exhausted in
technology. (The concept ofhuman capital the neoclassical model. In addition, these models raise
encompasses anything that makes workers more

productive, including education, training, health, and
on-the-job experience.) From the mid-1950s to the
mid-1980s, the dominant explanation of economic
growth was the Solow/Swan neoclassical growth
theory? While this theory does not assign a specific
role for trade liberalization, it does have a role for the
type of efficiency improvements that trade
liberalization brings about. In the neoclassical theory,

2 Robert M. Solow, “A Contribution the the Theory of
Economic Growth,”Quarterly Journal of Economicg0:1,
February 1956, pp. 65-94; Trevor W. Swan, “Economic
Growth and Capital AccumulationEconomic Record2,
November 1956, pp. 334-361.

3 See Paul M. Romer, “Increasing Returns and
Long-Run Growth, “Journal of Political Economy4:5,
October 1986, pp. 1002-1037, for learning-by-doing;
Robert E. Lucas, “On the Mechanics of Economic
Development,”Journal of Monetary Economic&2:1, July
1988, pp. 3-42, for human capital spillovers; and Paul S.
Segerstrom, T.C.A. Anant, and Elias Dinopolous, “A
Schumpeterian Model of the Product Life Cycle,”
American Ecomic Revie®0, 1990, pp. 1077-1092, for
incentives for R&D; and Larry E. Jones and Rodolfo
Manuelli, “A Convex Model of Equilibrium Growth:
Theory and Policy ImplicationsJournal of Political
Economy98:5, June 1990, pp. 1008-37, for constant
returns to scale in the investment-goods industry.
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the possibility of additional mechanisms by which policies which were relatively open toward
trade may enhance growth. For example, if firms can international trade enjoyed better economic
sell to an expanded world market, they may have performance than countries with relatively closed
incentives to do more R&D, leading to faster technical policies.

change. In the most recent literature, statistical models seek

By the same token, however, endogenous growthto explain the difference in national growth rates over
models toss up some theoretical scenarios in whichan extended period of time (say, twenty to thirty years).
liberalized trade might lead to slower growth. For The strategy is generally to estimate growth rates as a
example, a country with a comparative advantage in function of other variables which have been shown to
low-technology goods may see its high-tech sector be correlated with growth. These variables include the
contract under free trade; thus, the national rate ofratio of investment to GDP, measures of human capital
R&D would fall. If the country’s rate of technological (such as the secondary school enrollment rate) and the
change depends to some extent on its own R&D, theninitial year's per capita GDP (to capture the idea of
the liberalizing country would experience slower convergencethat is, holding equal investment and
growth. A similar argument holds for human capital. education, poorer countries grow more rapidly than
That is, a liberalizing country may find itself exporting rich ones.) Measures of openness are then added to this
goods which use unskilled labor intensively and framework in an effort to establish a link between trade
importing goods which use skilled labor intensively. policy and growth. The results are mixed; some studies
This reduces the return to education, so fewer find that more open economies grow faster, others do
individuals become educated, and long-run growth not>
slows down. For developed countries, a theoretical One difficulty is that there are a variety of
argument, yet to be empirically supported, leading measures of openness. These are based variously on
from freer trade to slower growth can be made if R&D ratios of trade to GDP, measures of tariffs and NTBs,
is financed out of the profits of oligopolistic industries measures of exchange rate distortion, subjective
which must compete against imports. Freer trade assessments of policies, survey data, and econometric
would thus lead to lower profits, less R&D, slower measures of the difference between actual trade and
technological progress and thus slower growth. statistically expected trade. These measures do not
consistently agree with each other, with countries

theory employed, trade liberalization is likely to lead to fcored ”as “open’ _by one criterion appearing to be
faster growth for a long enough period of time to be of closed” by other criteria. This suggests that_t.herfa may
interest to policymakers. The temporary effects of P& Several types of openness and/or fragility in the
trade liberalization on economic growth, predicted by available data. For example, such countries as
neoclassical growth theory, may still persist for several 1hailand, the Philippines and Kenya have relatively
decades, by which time a new technological advance ori9h shares of trade in GDP (which suggests that they

liberalization would likely emerge to continue the are open) but relatively high tariffs (which suggests
growth process. that they are closed). The United States and Japan are

countries with relatively low tariffs and relatively low
shares of trade in GDP. Part of this is explained by the

. fact that bigger economies are likely to be more
But What Does the Evidence self-sufficient regardless of trade policies. Attempts to

S h ow? 4—Continued

Ultimately, the question of whether more open Developing CountrigsBaltimore: Johns Hopkins
economies really do grow faster is a matter for University Press, 1970; Jagdish Bhagwatatomy and
empirical testing. A wide variety of techniques has C°nseduences of Exchange Control Regirtizsnbridge,

. . MA: Ballinger Publishing Co. for NBER, 1978; Anne O.
been used in an attempt to demonstrate that mcreaseRIrueger Foreign Trade Regimes and Economic

in _e)_(ports, increases in trade, or Ilberal_lzed trade Development: Liberalization Attempts and Consequences
policies lead to faster rates of economic growth. j97g CambridgeMA: Ballinger PublishingCo. for NBER.

In-depth comparative country studies, popularized in 5 See Ross Levine and David Renelt, “A Sensitivity
the 1970¢, suggested that developing countries with Analysis of Cross-Country Growth Regressions,”
American Economic Revie@2:4, September 1992, pp.

Regardless of the particular variety of economic

4 lan Little, Tibor Scitovsky and Maurice Scott, 942-963, and Jan Fagerberg, “Technology and
Industry and Trade in Some Developing Countries International Differences in Growth Rateg@urnal of
London and New York: Oxford University Press for Economic Literaturel02:3, September 1994, pp.

OECD, 1970; Bela Balass&@he Structure of Protection in 1147-1175.
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statistically adjust the trade/GDP ratio for measures of Sachs-Warner index, there appears to be no particular
country size or per capita income are at least correlatedrelationship between liberalization and savings. Thus,
with tariffs, but still leave a good deal to be desfred. the study’s econometric analysis provided mixed
results with respect to a link between openness and
domestic savings.

Trade and FDI are linked in a number of ways. FDI
may either substitute for trade (in the case firms which

If one focuses on major shifts in a country’s policy
toward international trade, it becomes easier to identify
a positive correlation between openness and growth. In
one widely cited study, countries are classified simply h ' L etk : .
as “open” or “closed” using major turning points in invest in produ_ctlon faC|I!t|es in a particular market in
policy. “Open” countries are estimated to enjoy annual °fder to avoid a ftariff at the border) or be

growth in per capita GDP of 2.2 to 2.5 percent per year complementary to trade (in the case of intrafirm trade
greater than “closed” economigs. of components and semifinished goods). Because of

this, different researchers have obtained different
results on the relationship between trade barriers and
FDI, although lower barriers to FDI itself are

Indirect Effects of Trade associated with higher FDI. There is evidence that the
. . . . growth effects of FDI may be stronger than those for

leerallzatlon on Economic domestically financed investment, which is consistent

Growth with the observation that foreign multinationals often

possess technological advantages over host-country
One possibility is that more open trade may induce firms. |n the USITC’s analysis of patterns of U.S.
more rapid economic growth indirectly. This would be gjrect investment abroad, it was found that countries
the case if liberalization stimulates something else thatyith more open trade policies tend to attract FDI, after
is clearly known to stimulate economic growth. That controlling for such determinants as country size and
is, trade liberalization might either lead to the geographical proximity to the United States. If liveral
accelerated accumulation of productive resources Ofigde policies attract FDI, and if an increase in FDI
accelerate the rate of technological change. Forpnrgyides a greater stimulus to growth than an increase
example, there is particularly strong evidence that openjy gomestically financed investment, it seems likely
economies experience higher rates of investment as gnat the impact of liberalization on growth through the

share of GDP. Since the investment rate is an importantinyestment channel operates primarily through FDI
determinant of economic growth, this is an example of rather than domestic savings.

an indirect channel. .
The rate of technological change, measured as

The Commission’s investigation sought to productivity improvement, is an important determinant
determine whether the linkage between trade opennes®f the rate of economic growth. Various researchers,
and investment operated primarily through FDI, working with both industry-level and micro-level data,
primarily through domestic savings, or through both have looked for evidence that increases in either
channels. This required empirically modeling savings importing or exporting may enhance productivity. For
as an effect of openness and other determinants. ltexample, increased exposure to imports may enhance
turns out that higher-income countries save more, as doproductivity by forcing less efficient firms to adopt
more rapidly-growing countries. In rapidly-growing new efficiencies, reduce their scale of operations, or
countries, the savings rate tends to be lower if a highexit the market. Such productivity effects have been
proportion of the population consists of children, since found in some studies but not others. On the export
a large number of dependents increases consumptionside, some researchers have suggested that exporters in
A high share of trade in the national economy is developing countries benefit technologically from
associated with a higher savings rate, particularly for contact with more advanced customers, while others
more rapidly-growing economies. However, as have argued that such effects are not widespread.
indicated above, a high trade share is not a particul.arly In the Dynamic Effectstudy, the ITC analyzed the
good indicator of an open trade policy. For major rejationship between technological progress in
episodes  of liberalization ~captured by the anyfacturing and trade liberalizatiéor a sample of
thirteen countries in the OECD, dividing
manufacturing into eighteen sectoitsfound evidence

6 Lant Pritchett, “Measuring Outward Orientation in
LDCs: Can It Be Done?"Journal of Development

Economics49:2, May 1996, pp. 307-335. of cross-country convergence in industrial productivity

7 Jeffrey D. Sachs and Andrew Warner, “Economic in the OECD; within a given sector, low-productivity
Reform and the Process of Global IntegratidBrdokings countries experience more rapid productivity growth
Papers on Economic Activit}995;1, pp. 1-118. than countries leading in productivity. A stronger
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research effort is also associated with greaterincreases in the demand for traded goods, and if trade
productivity gains. High-tariff sectors tend to have low in turn stimulates growth, there is a mutually
productivity growth, while low-tariff sectors tend to reinforcing feedback between trade and growth,
have high productivity growth. After accounting for implying that the impact of trade liberalization on
other determinants of productivity growth, the negative economic growth may exceed that which one would
association between tariffs and productivity is broadly infer based only on considering investment,
confirmed, but is statistically significant only for some technology, and other supply-side channels through
measures of productivity. A positive association which liberalization might stimulate growth.
between export performance and productivity growth The Dynamic Effects study examines the
appears to be somewhat stronger. There is Nogemand-side basis of the strong trade growth in recent
_observable rela_t|onsh|p in the _dqta analyzed betweengecades by generating estimates of the income
import penetration and productivity growth. elasticity of demand for traded goods on a worldwide,
While these results are suggestive, it is important countrywide, and sectoral level. Most countries were
to remember that productivity and trade performance found to have imports that grow more than
are simultaneously determined. Those countries whichproportionately with respect to income. As a "best
are more productive in given industries would be more estimate,” controlling for relative prices, every one
likely to experience strong export performance and to percent increase in real global incomes has induced
resist import competition. This effect would contribute approximately a 1.8 percent increase in global trade.
to the finding of a positive correlation between exports A calculation was performed of the gross income
and productivity even if exportinger sedid not make  elasticity (uncorrected for relative price changes) of
firms more productive, and would tend to obscure any various categories of global trade during recent years.
positive influence of import competition on Also, a methodology for formal estimation of the
productivity. sensitivity of export demand for a specific commodity

Economic growth can be stimulated by increases in (U.S. machinery and equipment) with respect to
labor input as well. These can come either through rest-of-world income was demonstrated. Taken
increases in labor force participation or by together, these estimates show that transportation
improvements in human capital. To date, there haseduipment, machinery and equipment in general
been little empirical research on effects of trade on (Particularly electronic equipment), and apparel have
either the incentives to accumulate human capital (e.g.a@ccounted for a sizable share of the most
through schooling or on-the-job experience) or on the rapidly-growing international trade. An analysis of
labor force participation rate. The experience of the global consumption patterns across countries with
East Asian Tigers (Hong Kong, Korea, Singapore, and different levels of income identifies a group of
Taiwan), which experienced rapid increases in labor commodities including transport equipment, machinery
force participation and schooling, unusually high rates (Which includes electronic equipment), and apparel as
of economic growth, and were relatively open having a larger share of consumption in high-income
compared to other developing countries, is suggestivethan low-income countries.
of possible linkages. In th@ynamic Effectstudy, new Thus, an important source of the recent rapid
econometric evidence suggests that more opengrowth in international trade is that growth in
economies have a higher female proportion of the laborconsumption demand for particular commodities has
force, implying a higher labor force participation rate also increased disproportionately. The concentration of
overall. The statistical robustness of this finding, as many of these commodities in “high-tech” sectors
well as its appropriate interpretation, is a potential areawhich weigh heavily in U.S. exports suggests that U.S.
for future research. exporters are particularly well poised to benefit from

strong economic growth at the global level.

Income Growth and Trade Conclusion

GrOWth The benefits of trade liberalization are greater than
International trade has grown more rapidly than generally appreciated. Moves toward freer trade mean
world output in the postwar periodihis may be in part  not only the one-time benefit of lower prices for
due to the composition of traded goods, if these goodsconsumers and greater market opportunities for
consist disproportionately of goods whose relative exporters; they induce, through direct and indirect
importance in consumer budgets grows as real incomeshannels, more rapid economic growth over the long
rise. If economic growth leads to disproportionate run. On the supply side, more open economies enjoy

11
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higher rates of investment. They may also experienceand appears initially to be playing a larger role in
improvements in productivity and a fuller utilization of facilitating dispute settlement than its predecessor
the potential of the domestic labor force. The positive organizatior?

impact of trade on growth is reinforced by the feedback

effects of growth on demand for traded goods, which QOne Year Overlap with the

are some of the most dynamic sectors of the world GATT

economy. These are some of the messages of the ITC's

recent Dynamic Effectsstudy. Copies of the report, While the institutional arrangements known as the
USITC Publication 3069, may be obtained by calling GATT were replaced by the WTO, the agreement
(202) 205-1809. known as the GATT continues to exist. The agreement

that was administered by the GATT Secretariat was
redesignated as

1995 Termination of “GATT 1947” to distinguish it from the agreement

. : now administered by the WTO Secretariat, “GATT
GATT Antldumplng 1994,” incorporated into the WTO Agreement.
and Subsidies Codes Although GATT 1947 and GATT 1994 are “legally

distinct” agreements, the texts of the two agreements
are largely the same with only minor revisions for the
; most part made to the GATT 1947 text intended to
Introductlon clarify the set of multilateral rules on trade in goods
Although the World Trade Organization (WTO) and now reflected in GATT 1994.
superseded the General Agreement on Tariffs and During 1995, the operation of the GATT

Trade (GATT) organizationally, the rules underlying gecretariat and GATT 1947 coexisted for one year with

both co-existed for a one-year transition period during the WTO Secretariat and GATT 1994. During 1995,
1995. However, the dispute-settlement mechanisms forgaTt 1947  rules  continued  to apply to

the GATT Antidumping and Subsidies Codes were sy te-settlement issues with respect to consultations
maintained for a two-yegr transition perlod, 1995 and hat had been requested prior to January 1, 1995, as
1996, due to the technical complexity of such casesyg| as to dispute-panel reports not adopted as of that
and the longer time they can take to resolve comparedyaie. The GATT 1947 was terminated one year after
to other disputes under the General A_gre(_erﬁé'rﬂe the date of entry into force of the WTO Agreement
tables, in appendix A, list the final notifications under and, therefore, all obligations under GATT 1947 ceased
these two GATT agreements. to exist after December 31, 1995.

Creation of the WTO Two Year Overlap with the

On January 1, 1995, the WTO came into existence GATT Antldumpmg and
with the entry into force of the Agreement Establishing SubSIdleS COdeS
the World Trade Organization (WTO Agreement). The Implementation Conference for the World

Designed to operate in much the same manner as thergqe Organization adopted on December 8, 1994 a
GATT institutional arrangements, which it replaced, yecision that included a one-year period of

the WTO is a permanent forum for member ;g existence between the Tokyo Round Agreements on
governments to address their multilateral trade Anti-Dumping Practices and on Subsidies and
relations as well as to facilitate the implementation of Countervailing Measures (commonly called the GATT

the trade agreements negotiated during the UruguayAntidumping and Subsidies Codes, respectively) and
Round. Because the Uruguay Round Agreements COVekpair  \WTO counterpart®d Thus, the GATT

a broader range of subject matter, including for the first Antidumping and Subsidies Codes were also
time services and intellectual property rights as well as

improved dispute-resolution procedures, the new WTO 10 preparatory Committee for the World Trade
organization will oversee a wider variety of agreements Organization, Transitional Co-Existence of the GATT 1947
and the WTO Agreement,” Decision of 8 December 1994.

8 GATT, “The WTO enters into force Focus No. The formal titles of these two GATT agreements are the
113, final issue, Dec. 1994, p. 1, 4. Agreement on Implementation of Article VI (GATT

9 For further detail, see USITQhe Year in Trade - Antidumping Code) and Agreement on Interpretation and
1995 - Operation of the Trade Agreements Progrdith Application of Articles VI, XVI and XXIII (GATT
report, publication No. 2971, Aug. 1996, p.13. Subsidies Code) .

12
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terminated at the end of 1995. These two agreementsotifications were unavailable prior to publication of
were “plurilateral” in nature, meaning that they were the 1996Year in Tradeeport. The final tables for these
binding only on those signatories that accepted their notifications are therefore being reported here in the
additional rights and obligations, as was the case forUSITC's International Economic Reviewas a
several other agreements negotiated during the Tokyoconcluding note to these two agreements. The
Round which came to be known as the Tokyo Round following information is based on notifications to the
“codes!?” In contrast, the Uruguay Round Agreements GATT Antidumping and Subsidies Committees
now administered by the WTO are “multilateral,” available as of October 1997.
meaning that they are binding on all WTO Members. Although both GATT and WTO Antidumping and
Thus, a major distinction between the GATT codes and g psidies Committees existed during 1995 and 1996
their counterpart WTO agreements on antidumping and 5| notifications were avoided by considering the
subsidies is _th(_a application of these pllurilateral GATT otification to a WTO body of a measure subject to
codes to a I|m|ted. number of signatories—largely the such an obligation to also be deemed a notification of
top 25 traders n _the_ world econor_ny—and the that measure under GATT 1947 or the Tokyo Round
comprehensive application of the multilateral WTQ Agreement3 However, only the signatories to the
agreements to all WTO Members—currently 132 in ; : . -
November 1997, plurilateral GATT Antldump|r_19 and SubS|d|§s_ Cc_)des
are reported in the following tables. Notifications
At the same time, however, the Implementation regarding the WTO Antidumping and Subsidies
Conference invited the Committees of these two Tokyo Agreements are available to the public through the
Round Agreements to maintain their dispute-settlementWTO internet website.
mechanisms for a transition period of two years. This
longer period takes into account the fact that \\/'TQO Notifications Available
anti-dumping and countervail cases are usually moreon”ne
technically complicated and take a longer time to
resolve than disputes arising under the General In July 1996, the WTO General Council adopted a
Agreement.2 decision on “Procedures for the Circulation and
Derestriction of WTO Documents” (WT/L/160/Rev.1
of July 26, 1996). This General Council Decision on
derestriction permits the release of a wide variety of
pe . WTO documents to the public (with certain
GATT Notification Tables exceptions), generally 6 months following submission,

which can be accessed through the WTO internet

Data listing the notificatio_ns of signatories _to the website—http:/Avww.wto.org
two GATT committees governing these two plurilateral Notificati o the WTO Antid . q
agreements has been published regularly in appendix otncations 1o ne Aniaumping - an
tables to the USITC'She Year in TradeHowever, due Subsidies _Comrmtte_es are available thr_ou_gh the
both to typical reporting lags as well as extraordinary database dissemination facility found at this internet
delays associated with the creation of the WTO, theseaddress'

11 The original nine Tokyo Round agreements covered GAT T Code Signatories

subjects addressing antidumping, subsidies, customs At the Fiftieth Session of the Contracting Parties,
valuation, import licensing, product standards, civil y . .
aircraft, government procurement, bovine meat, and dairy December 8-9, 19_94—the. last ministerial megtlng of
products. These agreements were known as “codes” the GATT Contracting Parties before the establishment
because they were “plurilateral” agreements, meaning that Of the WTO—there were 25 members to the GATT
they were binding only on those signatories that agreed to Antidumping Codé, and 26 signatories to the GATT
each code’s particular set of rights and obligations. Under Subsidies Code, as follows—

the WTO Agreement, five of these codes became

“multilateral” agreements—that is, binding on all WTO 13 preparatory Committee for the World Trade
Members—covering antidumping, subsidies, customs Organization, “Avoidance of Procedural and Institutional
valuation, import licensing, and product standards. The Duplication,” Decision of 8 December 1994.

four remaining codes cover civil aircraft, government 14 At the time when the parties to these agreements

procurement, bovine meat, and dairy products, although  met to draw up their respective reports for the GATT
signatories to the latter two codes agreed in Sep. 1997 to ministerial session in December 1994, ratification was still

terminate these agreements after the end of 1997. pending for Poland’s membership in the Subsidies Code
12 GATT, “The WTO enters into forceFocus No. and the Antidumping Code had recently entered into force
113, final issue, Dec. 1994, pp. 1, 4. for Argentina in April 1994.
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GATT Antidumping Code 1

GATT Antidumping Code 2

Argentina Argentina
Australia Australia
Austria Austria
Brazil Brazil
Canada Canada
Czech Republic Chile

EC Colombia
Egypt Egypt
Finland EC

Hong Kong Finland
Hungary Hong Kong
India India
Japan Indonesia
Korea Israel
Mexico Japan
New Zealand Korea

Norway

New Zealand

GATT Antidumping Code?

GATT Antidumping Code?

Pakistan Norway
Poland Pakistan
Romania Philippines
Singapore Poland
Slovak Republic Sweden
Sweden Switzerland
Switzerland Turkey

United States

United States

Uruguay

1 GATT, “Report (1994) of the Committee on Anti-dumping Practices,” L/7553, Nov. 9 1994,
2 GATT, “Report (1994) of the Committee on Anti-dumping Practices,” L/7553, Nov. 9 1994,

14



November/December 1997 International Economic Review

INTERNATIONAL ECONOMIC
COMPARISONS

Summary Of U S py U.S. residents, increased by aincrease of 0.8 percent
. . in the second.
ECOn0m|C Condmons All indicators signal that strong growth in real

output will continue throughout this year. Despite
recent volatility in financial markets, long term interest
rates are lower than they have been in a decade, the
stock market still is at an all-time high, and credit

Real output grew by 3.3 percent at an annual rateremains readily available to borrowers.
in the third quarter. A surge in consumption and

investment spending and rising exports accounted for
GDP growth in the third quarter. Real consumption
spending increased by 5.8 percent compared with a

much smaller increase of 0.9 percent in the second. . ) .
caused upward shifts in long-range output potential to
Purchases of durable goods accounted for most of thethe extent that any extra growth in aggregate demand

increase in consumer spending. Durable goods . . .
. . can be accommodated by a rapid expansion in

purchases increased a seasonally adjusted 18.2 percen . . .
aggregate supply without forcing the general price

in the third quarter following a decline of 5.4 percent )
. level to rise.
in the second quarter.

The U.S. economy continued its noninflationary
growth in the third quarter driven by a surge in
consumer and investment spending and exports.

In addition, gains in competitiveness in labor and
product markets and more rapid, technology-driven
gains in efficiency have supported brisk economic
growth and low inflation. Gains in efficiency may have

Real nonresidential fixed investment increased by

18.1 percent in the third quarter followed an increase PrOdUCtiVity and costs

of 14'.6 percent in the_second quarter. -Producers’ The Bureau of Labor Statistics (BLS) reported that
spending on durable equipment accounted for most OfU.S. productivity, as measured by output per hour of

thedmcrea}je ISI mves.tmentts'pendmg.d Spﬁn?tlngmo;a” persons, for the third quarter increased at seasonally
producers’durable equipment increased a hefty 24. adjusted annual rates of:

percent, augmenting an increase of 23.0 percent in the i _
second quarter. = 4.4 percent in the business sector, and

Real exports of goods and services increased by " 4.5 percent in the nonfarm business sector
4.3 percent to $972.7 billion following a much larger In both sectors, productivity gains were the largest
increase of 18.4 percent in the second quarter. Reasince the fourth quarter of 1992. In manufacturing,
imports of goods and services increased by 14.0productivity increases in the third quarter were:
percent to $1135.7 billion, lower than the 20.5 percent » 9.8 percent in manufacturing,
increase of the second quarter. The trade deficit was
$162.9 billion in the third quarter compared with manufacturing, and

$136.6 billion in the second. )
_ . _ _ = 5.7 percent in nondurable goods
The real change in business inventories subtracted manufacturing.

1.5 percentage points from the third quarter change in The rise in manufacturing productivity was the

rggl GI_:)P' Busmesses mcreased.mvento.rles by $49'5argez~:t since the second quarter of 1982. Productivity
billion m_the_ third quarter following an increase o_f in manufacturing durables rose a hefty 13.3 percent,
$77.(_5 billion in the second quarter and $63.7 billion in output increased at a rate of 12.5 percent and unit labor
the first. costs declined by 9.4 percent indicating the
Despite the surge in consumer and investmentnonexistence of any wage-related inflationary
spending, inflation as measured by the price index for pressures. Output and hours in manufacturing, which
gross domestic purchases, which measures prices paithclude 18 percent of U.S. business sector

= 13.3 percent in durable goods
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employment, tend to vary more from quarter to quarter table 1. Figure 1 depicts changes in productivity and
than data from the aggregate business and nonfarmunit labor costs in the durable manufacturing sector
business series, and these measures are not directlffom 1995 to 1997.

comparable. Third quarter measures are summarized in

Table 1
Productivity and costs: Preliminary third-quarter 1997 measures, seasonally adjusted annual rates
Real
Hourly hourly Unit
compen- compen- labor
Sector Producivity  Output Hours sation sation costs

Percent change from preceding quarter

BUSINESS . ..... i 4.4 4.2 -0.2 4.6 25 0.2
Nonfarm business .................. 4.5 4.3 -0.1 4.2 2.1 -0.3
Manufacturing ..................... 9.8 7.9 -1.7 3.6 15 -5.7
Durable ......................... 13.3 12.5 -0.7 2.6 0.6 -9.4
Nondurable ...................... 5.7 25 -3.1 5.0 2.9 2.7
Percent change from same quarter a year ago
Business ............ ... 2.6 4.8 2.2 3.9 1.6 1.2
Nonfarm business .................. 25 4.8 2.3 3.8 1.6 1.3
Manufacturing ..................... 4.7 5.4 0.7 3.1 0.9 -1.5
Durable ......................... 5.9 7.7 1.7 25 0.3 -3.2
Nondurable ...................... 3.4 2.6 -0.8 4.0 1.8 0.6

Source: U.S. Bureau of Labor Statistics.

Figure 1
Percent change from previous quarter in U.S. labor productivity and unit labor costs in durable
manufacturing, 1995-97

15 —— == —— Productivity
Unit labor costs /

10 7

I I 1 v | Il 1| v I 1]
1995 1996 1997

Source: U.S. Bureau of Labor Statistics
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World Economic OUtIOOk interest rates provided a strong stimulus to business

and residential investment. Unemployment has fallen
Solid economic growth in the United States and from around 10 percent in late 1996 to 9 percent in
other countries will support and enhance future world July 1997.

wide growth, according to the International Monetary In Japan, the recovery strengthened in late 1996
Fund’S(lMF’S)OCtOber 199World Economic OUtIOO,k and ear|y 1997 due to a p|ckup in domestic demand,
a biannual survey of world economic developments. according to the IMF. Net exports began to recover due
The IMF projected that world output will expand by to the depreciation of the yen. However, economic
around 4.25 percent in both 1997 and 1998, the activity fell sharply in the second quarter following the
strongest pace in a decade. Table 2 shows majofincrease in the consumption tax on April 1. Although
economic indicators for selected major economies.  the IMF expects a rebound in output in the second half
In the report, which was prepared prior to the of the year, gI’OWth for 1997 as a whole is estimated at

recent worsening of Asia’s financial picture, the IMF 1.0 to 1.1 percent, substantially lower than in previous
said it expects robust growth trends in most of the years. Should growth fail to pick up in the second half
developing world, particularly in China and much of Of 1997 the IMF suggests that some fiscal measures
the rest of Asia, even though it noted that some Will be needed to help stimulate the recovery. The IMF
countries are likely to experience setbacks associated®XPects Japanese economic growth to acceliarate' in
with recent disturbances in financial markets in 1998, although repercussions of the recent financial
Southeast Asia. In Russia and in other transition Crises in Southeast Asia could constitute a continued
economies as a group, economic growth seems to pedownside risk. As the recovery proceeds, the yen can
gathering momentum. be expected to strengthen; and this, hopefully, could

help shrink the external surplus.
Moreover, the IMF noted that the U.S. economy,

already in the seventh year of expansion, has enjoyed a .
solid growth of output, a rise in employment with low J.S. Economic Performance

inflation and a diminishing fiscal imbalance. These

accomplishments  were achieved by prudent Relative to Other GI’OUp Of
macroeconomic policies, a dynamic private sector and Seven (G-?) Members

a flexible labor market.

In Europe, the IMF noted that economic growth .
remained sluggish and unemployment high due to the ECONOMIC growth
weakness of domestic demand, which has expanded by  y.S. real GDP—the output of goods and services

less than 1 percent a year over the past five years. Aproduced in the United States measured in 1992
major factor in the slowdown, the IMF noted, has been prices—grew at a revised annual rate of 3.3 percent in

a substantial reduction in fiscal deficits which had the third quarter following a similar rate of increase in
reached unsustainable levels in many Europeanthe second quarter of 1997.

economies. - Fiscal spgnding cyts have weakened The annualized rate of real GDP growth in the
aggregate demand despite offsetting effects from Iower,[hird quarter of 1997 was 4.0 percent in the United

"?t?r.e.St rates and exchange rates. Labor marl«.:"tKingdom. The annualized rates of real GDP growth in
”g'.d'.t'es have exacerb_ated th_e weakness of €ConOMICy, o “second quarter were 4.9 percent in Canada, 4.1
?g;'vgz’seth; Im Fh SI:Iki)r V\(/;r(])”sfs Iigg’ﬁgi?:;gg q Ir!Obpercent in France, 4.1 percent in Germany, 6.7 in ltaly,
insgcurity and ur?dermined consumer confidence TJheand "11.2 percent in Japan. Japan's GDP fell in _the
: . C ) . second quarter of 1997, by 2.9 percent from the first
excessin reductions in fiscal spending may have quarter or at an annualized rate of 11.2 percent due to a

gscouraq[ed botth. t.lnves'émetntth anfd QSFtsum]E)t![cr)]n. sharp decrease in consumer spending after doubling of
ecurrent uncertainties abou e feasibility o € sales tax in April.

timetable for EMU have probably added to continuing
hesitation in business investment, the IMF added.

In Canada, the IMF noted that economic recovery IndUStriaI pl‘OdUCtiOﬂ

has gained momentum since mid-1996, spurred by The Federal Reserve Board reported that U.S.
strengthened confidence, marked declines in bothindustrial production (IP) increased by 0.5 percent in
short-term and long-term interest rates, and improved October 1997 following a revised similar increase in
external competitiveness following the depreciation of September. The October output was boosted by solid
the Canadian dollar during the early 1990s. The fall in gains in the production of consumer goods, business
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equipment, and durable materials. Total output in Among the major demographic groups, the jobless
October 1997 was 5.6 percent higher than in Octoberrate for black workers was 9.5 percent, for adult
1996. Manufacturing output increased by 0.6 percentwomen (4.0 percent), adult men (4.1 percent),
with substantial gains in the output of durables and teenagers (15.3 percent), whites (4.1 percent), and
nondurables. Manufacturing output in October 1997 Hispanics (8.0 percent).

was 5.9 percent higher than in October 1996. Total
industrial capacity utilization increased by 0.1
percentage point to 84.3 percent in October 97 and wa
3.9 percent higher than in October 96.

In other G-7 countries, their latest unemployment
Jates were as follows: Germany reported 11.8 percent
(October), Canada reported 9.0 percent (September),
_ France reported 12.5 percent (September), Italy
For other Group of Seven (G-7) member countries rgnorted 12.8 percent (July), Japan reported 3.4 percent

the latest annual rates of increase in industrial (September) and the United Kingdom reported 5.2
production were: France reported a 3.6 percentpercent (October).

increase (August), Germany reported a 0.3 percent
decrease (September), Italy reported no change
(August), Japan reported a 3.4 percent increase Forecasts
(September), the United Kingdom reported a 1.6

percent increase (September) and Canada reported a Six major forecasters expect real annual growth in
4.7 percent increase (August). the United States to average around 2.9 percent in the

fourth quarter of 1997, then moderating to an average
of 2.6 percent in the first quarter of 1998. Table 3
Prices shows macroeconomic projections for the U.S.
economy from Oct. 1997 to September 1998, and the
The seasonally adjusted U.S. Consumer Pricesimple average of these forecasts. Forecasts of all the
Index (CPI) rose 0.2 percent in October 1997 economic indicators, except unemployment, are
following a similar increase in September. For the presented as percentage changes over the preceding
12-month period ended in October 1997, the CPI quarter, on an annualized basis. The forecasts of the
increased by 2.1 percent. unemployment rate are quarterly averages.

For other G-7 countries the latest annual price =~ The average of the forecasts points to an
increases were 3.7 percent in the United Kingdom unemployment rate ranging around 4.9 percent in the
(October)’ 1.6 percent in |ta|y (October)’ 1.6 percent in remainder of 1997. Inflation (as measured by the GDP
Canada (September), 1.0 percent in France (October)deflator) is expected to remain subdued at an average

1.8 percent in Germany (October) and 2.4 percent infate of 2.0 percent in the fourth quarter then rising to
Japan (September). 2.5 percent in the first quarter of 1998.

Employment

The Bureau of Labor Statistics reported that the
unemployment rate declined to 4.7 percent in October
1997 from 4.9 percent in September 1997.
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Table 3
Projected changes in U.S. economic indicators, by quarters, Oct. 97-Sep. 98
(Percentage)
UCLA Merrill Data Mean
Confer- Business Lynch Resources Wharton of 6
ence E.I Forecasting Capital Inc. WEFA fore-
Period Board Dupont Project Markets (D.R.L.) Group casts
GDP current dollars
1997:
Oct.-Dec ............. 6.5 5.4 55 3.8 4.9 5.0 5.2
1998:
Jan-March. ........... 7.0 5.0 5.8 4.4 4.0 4.6 5.1
Apr-June............. 5.4 4.9 5.2 4.6 3.6 4.1 4.6
July-Sep. ............. 5.7 4.8 5.3 4.6 3.2 45 4.7
Annual average ....... 6.2 5.0 5.5 3.9 4.6 4.9
GDP constant (chained 1992) dollars
1997:
Oct.-Dec. ............. 25 3.3 35 2.1 2.7 3.2 2.9
1998:
Jan.-March ........... 4.3 25 3.1 2.4 1.9 2.1 2.7
Apr-June............. 2.0 2.4 2.4 2.7 1.8 1.8 2.2
July-Sep.  ............ 2.0 2.3 2.3 2.8 1.3 19 21
Annual average ....... 2.7 2.6 2.8 2.5 1.9 2.3 2.5
GDP deflator index
1997:
Oct.-DecC. ............. 4.0 2.1 2.0 1.7 2.0 1.7 2.3
1998:
Jan.-March ........... 25 25 2.7 1.8 2.1 2.6 2.4
Apr-June............. 2.8 2.5 2.8 1.8 1.8 2.3 2.3
July-Sep. ............. 25 25 3.0 1.8 18 25 2.4
Annual average ....... 3.0 2.4 2.6 1.8 1.9 2.3 2.3
Unemployment, average rate

1997:
Oct.-DecC. ............. 4.7 4.9 4.8 4.9 4.8 4.7 4.8
1998
Jan.-March ........... 45 4.9 4.9 4.9 4.7 4.6 48
Apr-June............. 45 4.9 4.9 4.9 4.8 45 4.8
July-Sep. ............. 45 5.2 5.0 4.9 4.8 4.6 438
Annual average ....... 4.6 5.0 4.9 4.9 4.8 4.6 4.8

Source: Compiled from data of the Conference Board. Used with permission.

Note.—Except for the unemployment rate, percentage changes in the forecast represent annualized rates of change
from preceding period. Quarterly data are seasonally adjusted. Forecast date, Dec. 97.
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U.S. TRADE DEVELOPMENTS

The U.S. Department of Commerce reported that cars, industrial supplies and materials, and capital
seasonally adjusted exports of goods and services ofgoods. The import increases reflected increases in
$78.0 hillion and imports of $89.1 hillion in September imports of consumer goods, apparel products, gems,
1997 resulted in a goods and services trade deficit ofdiamonds and artwork, and industrial supplies.
$11.1 billion ($1.6 billion more than the $9.5 billion In the period January-September 1997, U.S.
deficit of August 1997). The September 1997 deficit exports of goods and services increased to a record
on goods and services was $0.2 billion higher than thegggo 7 billion  from  $629.3 billion in
deficit registered in September 1996 ($10.9 billion) January-September 1996. However, in the same period
and approximately $1.7 billion more than the average ota| imports increased to $779.2 billion from $714.2

monthly deficit registered during the previous 12 pjjion. The deficit on goods and services was $86.5
months (approximately $9.4 billion). billion.

The September 1997 trade deficit on goods was  gjor U.S. trade developments are highlighted in
$18.1 billion, appr_o?umately $1_.6_ billion more than the figures 2, 3, and 4. Seasonally adjusted U.S. trade in
August 1997 deficit ($16.5 billion). The September g504s and services in billions of dollars as reported by
1997 services surplus was $7.1 billion, virtually equal {4e U s, Department of Commerce is shown in table 4.
to the August services surplus. Nominal export changes and trade balances for specific

Exports of goods decreased in September 1997 tomajor commodity sectors are shown in table 5. U.S.
$56.5 billion from $57.3 billion but imports of goods exports and imports of goods with major trading
increased to $74.7 billion from $73.9 billion. Most of partners on a monthly and year-to-date basis are shown
August-September decrease in exports occurred inin table 6, and U.S. trade in services by major category
automotive vehicles, parts, and engines of passengeis shown in table 7.

Figure 2
U.S. trade by major commodity, Jan.-Sep. 97
600
I Exports
500 [/ Imports
ESSXXJ Trade balance
400
300
200
100
0 -—lvvvvv
-100 &
—200 - -
Manufactures Agriculture Mineral fuels

Source: U.S. Department of Commerce.
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Figure 3
U.S. trade in principal goods, billion dollars, Jan.-Sep. 97
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Source: U.S. Department of Commerce.

Figure 4
U.S. trade with major trading partners, billion dollars, Jan.-Sep. 1997
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Source: U.S. Department of Commerce.
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Table 4
U.S. trade in goods and services, seasonally adjusted, Jan. -Sep. 1997

(Billion dollars)

Exports Imports Trade balance
Sep. Aug. Sep. Aug. Sep. Aug.
Item 1997 1997 1997 1997 1997 1997
Trade in goods (BOP basis)
Current dollars—
Includingoil ....................... 56.5 57.3 74.7 73.9 -18.2 -16.6
Excludingoil ............... ... ..., 56.8 57.5 68.4 67.7 -11.6 -10.2
Trade in services
Currentdollars .................... 21.5 21.3 14.4 14.2 7.1 7.1
Trade in goods and services
Currentdollars ..................... 78.0 78.6 89.1 88.0 -11.1 -94
Trade in goods (Census basis)
1992 dollars . ... 72.3 72.8 91.2 90.2 -18.9 -17.4
Advanced-technology products
(not seasonally adjusted) .. .......... 15.2 14.3 13.8 12.6 1.4 1.7

Note.—Data on goods trade are presented on a balance-of-payments (BOP) basis that reflects adjustments for
timing, coverage, and valuation of data compiled by the Census Bureau. The major adjustments on BOP basis
exclude military trade but include nonmonetary gold transactions, and estimates of inland freight in Canada and
Mexico, not included in the Census Bureau data.

Source: U.S. Department of Commerce News (FT 900), Nov. 20, 1997.
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Table 5
Nominal U.S. exports and trade balances, of agriculture and specified manufacturing sectors, Jan.
1996-Sep. 1997

Change
——— Share
Jan.-Sep. of
Exports 1997 total, Trade balances
over Jan.-
Sep. Jan-Sep. Jan.-Sep. Sep. Jan.-Sep. Jan.-Sep.
1997 1997 1996 1997 1997 1996
~— Billion dollars — Percentage — Billion dollars —
ADP equipment & office
machinery ................... 3.9 31.9 9.2 6.3 -23.0 -19.3
Airplanes . ......... ..o 1.9 18.6 44.2 3.7 15.3 10.0
Airplaneparts .................. 11 9.7 12.8 1.9 6.1 6.1
Electrical machinery ............ 5.8 48.5 14.7 9.5 -10.3 -14.3
General industrial machinery. . ... 2.6 22.7 14.6 4.5 3.0 0.6
Iron & steel mill products ........ 0.5 4.2 14.0 0.8 -6.6 -6.1
Inorganic chemicals ............ 0.5 3.9 11.4 0.8 0 -0.2
Organic chemicals .............. 15 12.4 11.7 2.4 -0.1 -0.3
Power-generating machinery . .. .. 2.2 20.2 23.2 4.0 2.1 -0.3
Scientific instruments ........... 2.0 17.6 15.8 3.5 7.6 6.1
Specialized industrial
machinery ................... 25 21.2 11.0 4.2 5.5 5.2
TVS,VCRs,etc ................ 2.0 17.2 20.3 3.4 -9.0 -10.2
Textile yarns, fabrics and
articles ............. ... 0.8 6.7 15.5 1.3 -2.2 -1.8
Vehicleparts ................... 4.7 40.7 10.0 8.0 -42.5 -38.7
Manufactured exports not included
above ... 14.2 130.4 15.3 25.6 -75.3 -71.5
Total manufactures ......... 46.2 405.9 13.0 79.7 -129.6 -127.5
Agriculture .. ... ..o L 4.3 39.7 -8.3 7.8 13.3 19.0
Other exports not included
above ...l 6.9 63.4 8.7 12,5 -16.4 -16.4
Total exports of goods . . .. ... 57.4 509.0 10.5 100.0 -132.7 -124.9

Note.—Because of rounding, figures may not add to the totals shown. Data are presented on a Census basis.
Source: U.S. Department of Commerce News (FT 900), Nov. 20, 1997.
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Table 6
U.S. exports and imports of goods with major trading partners, Jan. 1996-Sep. 97

(Billion dollars)

Exports Imports Trade Balances

Jan.- Jan.- Jan.- Jan.- Jan.- Jan.-

Sep. Sep. Sep. Sep. Sep. Sep. Sep. Sep.

Country/area 1997 1997 1996 1997 1997 1996 1997 1996
Total ... 57.4 509.0 460.7 76.6 641.7 5856 -132.7 -124.9
North America ................... 19.6 163.9 140.7 222 1874 1704  -235 -29.7
Canada .............cccouuinn. 13.3 112.6 99.6 146 1246 1159 -12.0 -16.3
MEXiCO ... 6.4 51.3 41.0 7.7 62.8 545 -115 -13.5
Western Europe . ................. 12.6 115.6 105.0 13.7 126.3 1159 -10.7 -10.8
European Union (EU-15) ......... 11.7 104.0 94.4 125 115.0 105.0 -11.0 -10.6
Belgium ................... 1.1 10.0 9.2 0.7 5.9 5.0 4.1 4.3
France .................... 1.3 11.7 10.5 1.8 151 137 -3.4 -3.2
Germany .................. 2.1 18.3 17.4 3.1 314 285 -13.0 -11.2
ltaly .......... ... ... 0.7 6.6 6.6 1.3 142 136 -7.6 -7.0
Netherlands ............... 1.9 14.4 11.8 0.7 5.3 4.8 9.1 6.9
Sweden ................... 0.3 2.4 2.4 0.6 5.3 5.2 -2.9 -2.8
United Kingdom ............ 2.9 27.4 23.8 2.7 23.8 212 3.6 2.6
Other EU ................. 0.7 6.5 5.4 0.9 7.1 6.4 -0.6 -1.0
EFTA ... . 0.6 8.3 7.9 1.0 9.1 9.0 -0.8 -1.1
FSR/Eastern Europe .............. 0.7 5.8 5.3 0.8 6.2 4.8 -0.4 0.5
Russia .................... 0.3 2.4 25 0.4 3.1 2.4 -0.7 0.1
Other ..................... 0.2 2.1 2.0 0.2 1.8 15 0.2 0.4
Pacific Rim Countries ............. 15.1 144.7 139.4 29.1 2321 2137 -87.4 -74.3
Australia .................. 1.1 9.1 9.0 0.4 3.4 2.7 5.7 6.3
China ..................... 1.1 8.9 8.2 6.6 454 372 -36.6 -29.0
Japan ...l 5.0 49.5 51.0 10.2 90.0 852 -405 -34.1
NICS ..o 6.0 58.8 56.0 8.0 63.5 616 -4.8 -5.6
Other Pacific Rim Countries . . .. 1.9 18.5 15.1 3.9 29.8 27.0 -11.3 -11.9
South/Central America ............ 54 455 38.2 4.7 40.3 36.2 5.2 2.0
Argentina.................. 0.5 4.1 3.3 0.2 1.7 1.7 2.4 1.6
Brazil ............... .. ..., 1.4 114 9.1 0.7 7.4 6.6 4.0 25
Other ..................... 25 26.2 22.3 3.3 27.8 248 -1.6 -2.5
OPEC ... ... 2.3 18.0 16.3 4.1 345 321 -165 -15.8
Other Countries .................. 2.7 23.4 21.9 4.1 314 280 -8.0 -6.1
Egypt ... 0.3 3.1 2.3 0.1 0.5 0.5 2.6 1.8
South Africa ............... 0.3 2.3 2.4 0.3 1.8 1.7 0.4 0.7
Other ..................... 2.1 18.1 17.2 3.8 291 257 -11.1 -8.5

Note.—EFTA includes Iceland, Liechtenstein, Norway, and Switzerland. The newly industrializing countries (NICs)
include Hong Kong, the Republic of Korea, Singapore, and Taiwan. FSR = Former Soviet Republics.

Note.—Country/area figures may not add to the totals shown because of rounding. Exports of certain grains, oilseeds,
and satellites are excluded from country/area exports but included in total export table. Also some countries are
included in more than one area. Data are presented on a Census Bureau basis.

Source: U.S. Department of Commerce News (FT 900), Nov. 20, 1997.
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Table 7

Nominal U.S. exports and trade balances of services, by sectors, Jan. 1996-Sep.1997, seasonally
adjusted

Change
Exports Jan.-Sep. Trade balances
1997
Jan.- Jan.- over Jan.- Jan.-
Sep. Sep. Jan.-Sep. Sep. Sep.
1997 1996 1996 1997 1996
~— Billion dollars —— Percentage — Billion dollars —
Travel ... i 55.2 51.7 6.8 15.9 15.2
Passengerfares................ 16.0 15.3 4.6 3.0 3.6
Other transportation ............ 21.4 20.1 6.5 -1.2 -1.2
Royalties and license fees ....... 23.7 22.3 6.3 17.9 16.7
Other private services ........... 61.1 54.5 12.1 26.0 22.7
Transfers under U.S. military sales
contracts .................... 10.2 10.6 -3.8 1.8 25
U.S. Govt. miscellaneous service . 0.6 0.7 -14.3 -1.4 -1.3
Total ...........il 188.2 175.2 7.4 62.0 58.2

Note.—Services trade data are on a balance-of-payments (BOP) basis. Numbers may not add to totals because of
seasonal adjustment and rounding.

Source: U.S. Department of Commerce News (FT 900), Nov. 20, 1997.
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