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COUNTRY AND REGIONAL
DEVELOPMENTS

At A Glance . ..

OECD On March 1, 1999, the WTOup 6.4 percent over 1997; imports
Agreement on Financial Servicesvere $125.2 billion, up 14.1 per-
\?enntli:c?r?.olns,clc?r?lié:&i] %EriCbeDryC%?'entered into force under the GATScent. Once-dominant petroleum ex-

. : VA The agreement, a result of the exports were only $7.1 billion—down
Eg:lzgnBEgi?l“ecsgﬁ-ﬁ’ grlliégtilgimz;]gended services negotiations follow-36.9 percent from 1997 as the aver-
tered into force. The conventioning the Uruguay Round, coversage 1998 price of crude oil was

. ore than 90 percent of the globa$10.16 per barrel, $6.31 lower than
was signed on Dec. 17, 1997, ar?:g‘r;ancial services market. in 1997.

includes as signatories all 29 OEC
Member countries plus 5 non-Mem- .
ber countries (Argentina, Brazil, European Union Mercosur
Bulgaria, Chile and the Slovak Re-The euro became the official cur-Effective Jan. 1, 1999, trade virtual-
public). To date, Iceland, Japanyency of the European Economidy all trade between Argentina and
Germany, Hungary, United Statesand Monetary Union (EMU) effec- Brazil became duty free (duties re-
Finland, United Kingdom, and Can-tive Jan. 1, 1999. Eleven of the 15nain on a few goods like autos and
ada have notified national ratifica-European Union countries will par-sugar) under Mercosur—the cus-
tion of the convention. The conven-icipate in the new euro zone—Aus+toms union joining Argentina, Bra-
tion will permit OECD and other tria, Belgium, Germany, Finland, zil, Paraguay, and Uruguay. All in-
countries to move in a coordinatedrance, Ireland, Italy, Luxembourg,tra-Mercosur trade is to become
manner to adopt national legislatiorthe Netherlands, Portugal, andluty free by 2006.
making it a crime to bribe foreign Spain. The European Central Bank
public officials. also become operative Jan. 1, 1998Brazil

to coordinate euro zone moneta%\s its financial crisis mounted in

WTO policy. early 1999, Brazil formally per-

The Kyrgyz Republic becomes th ) . mitted its currency, the real, to trade
first former Soviet republic to joineEU South Af”"fa ~ freely against other currencies be-
the WTO on Dec. 20, 1998, bring-A European Union-South Africa ginning Jan. 13, 1999. The real had

ing total WTO membership to 133.free trade agreement was signed obeen pegged to the U.S. dollar since
Latvia became the 134th member ofan. 29, 1999. The agreement994.

the WTO on Feb. 10, 1999. Thirtyawaits ratification by South Africa

other governments are in variou®nd the 15 European Union memChile

stages of accession. bers. Effective Jan. 1, 1999, the Chile’s
On Dec. 14, 1998, the Council for . uniform tariff rate of 11 percent de-
Trade in Services adopted "Disci—'vIexICO clined to 10 percent. Most imports
plines on Domestic Regulation inLow world oil prices and fast-rising into Chile are subject to this flat tar-
the Accountancy Sector.” This isimports resulted in a $7.7 billioniff, although tariffs on wheat, flour,

the initial step in developing GATStrade deficit for Mexico in 1998. vegetable oil, and sugar are much
disciplines on the domestic regula-The last year when Mexico regis-higher. Chile has pledged to cut the
tion of major professional servicestered a trade deficit was 1994, thédlat tariff rate by 1 percentage point
such as accounting, architecturalyear of the “peso crisis.” Mexico’s every year to reach a final rate of 6
legal, and engineering services. 1998 exports were $117.5 billion,percent on Jan. 1, 2003.
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INTERNATIONAL TRADE
DEVELOPMENTS

European Union Gains Single Currency, Plans
Expansion, and Pursues Free Trade with Mexico,
Mercosur, and South Africa

James Stamps 1
jstamps@usitc.gov
202-205-3227

The 15-member European Union (EU) continues former Soviet Union. (The former German
its process of economic integration. On January 1, Democratic Republic entered the EU as part of a united
1999, the euro became the official currency of 11 of the Germany in October 1990.) In December 1991, the
EU member states—Austria, Belgium, Germany, EU signed Europe Agreements—the closest form of
Finland, France, lIreland, Italy, Luxembourg, the bilateral association with the EU—with Poland,
Netherlands, Portugal, and Spain. The other four EU Hungary, Czechoslovakia, and eventually also with
members, Denmark, Greece, Sweden, and the Unitedulgaria, Romania, Estonia, Latvia, Lithuania, and
Kingdom, chose not to participate in EU monetary sjovenia. Agreements were signed separately with the
union at this time. Monetary union creates an czech Republic and Slovakia in 1992, following the
11-country single currency euro zone of 292 million breakup of Czechoslovakia, bringing a total of 10
people, accounting for nearly 20 percent of global GDP ~EEcs in line for eventual EU membership. By June
and 18 percent of total world trade. 1996, all 10 CEECs had formally applied for EU

National currencies of the euro zone countries will membership. In addition to paving the way to eventual
continue to be used for retail cash transactions during aEU membership, Europe Agreements permit partners
3-year transition period, but are scheduled to be phasedo participate in certain EU programs.  Interim
out by July 2002. Euro banknotes and coins will begin Agreements and Cooperation Agreements governed

to circulate in January 1, 2002, although transactionse|ations between the EU and each of the CEECs
using euro-denominated checks, bank transfers, andyending ratification of the Europe Agreements.

credit/debit cards have already begun. While a single Following its ratification, Slovenia’s Europe

currency will ‘more closely integrate the EU agreement entered into force on February 1, 1999—

economies, efforts to enlarge the EU also are ; -
' marking the final CEEC Europe Agreement to become
underway. Such efforts include both the addition of fully opgerative pe /g

new EU members and free trade agreements with

non-European countries. Although no fixed timetable for accession exists,
) the EU remains committed to enlargement some time
EU EXpanSIOn after the year 2000. In June 1993, the EU pledged to

offer membership to eligible applicants meeting the

) criteria of maintaining a stable democracy and respect
The Central and East European countries (CEECS)for human rights and the rule of law, having a

have sought EU membership since the breakup of thefunctioning market economy, and being ready to

T Tea o . assume obligations of EU membership. The EU July
The views expressed in this article are those of the . .

author. They are not the views of the U.S. International 1997Agenda 2000eport outlined recommendations to

Trade Commission or any individual Commissioner. improve the readiness of each of the CEECs as well as
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recommendations for reforms of the EU itself must intellectual property, dispute settlement, general
undertake, including proposals for reform of the exemptions, and unfair practices.

Common Agriculture Policy and changes to EU
decision-making procedures.

. Mercosur
Cyprus, Malta, and Turkey also have applied for . o . )
EU membership. Although the EU has affirmed The EU signed its first official agreement with the

Turkey’s eligibility for EU membership, the EU has Southern'Common Market (comm'only referred to by
determined that Turkey does not yet meet the criteria ("€ Spanish acronym Mercosur) in November 1994.
for full membership and, in 1998, recommended a Mercosur members are Argentina, Brazil, Paraguay,
nonmembership path for Turkey to build a closer @1d Uruguay. The 1994 EU-Mercosur agreement
relationship with the EU. In March 1998, the EU sought to strengthen bilateral economic and political
formally opened negotiations on full EU membership '€lations between the two economic zones. A
with Cyprus, Czech Republic, Estonia, Hungary, December 1994 Joint Declaration by the EU and
Poland, and Slovenia. (Malta was not considered Mercosur set forth a process to create a future
because that country froze its application for EU EU-Mercosur framework agreement on frade and
membership in 1996; a newly elected administration in €cOnomic cooperation that ultimately would lead to an
Malta re-activated the application in September 1998.) FTA.
The EU noted, however, that the talks were to be In December 1995, the EU and Mercosur signed a
inclusive and that other countries may catch up or Framework Cooperation Agreement to, among other
overtake those six beginning the negotiations. things, liberalize trade through dialog on customs
duties, market access, standards, and rules of origin,
P with the ultimate goal of achieving a free trade zone by
EU Free Trade Neg()tlatlons the year 2005. Working groups, chaired by each of the
Mercosur countries, were created in the areas of border
controls, agriculture, standards, and statistics. An
EU-Mercosur Joint Commission was established in
; June 1996 to meet regularly to discuss trade
Mexico liberalization. In 1997, this EU-Mercosur consultative
Drawing on a 1991 bilateral cooperation process was expanded to include Bolivia and Chile
agreement, the EU and Mexico initiated a dialog on after those countries joined the Mercosur free-trade
improving their commercial relations in 1993. A 1995 area.
innt Declaration paved t_he way for further political EU-Mercosur dialog has made limited headway to
dialog and future trade liberalization. In December yaie | iberalization of trade in agricultural goods has
1997, the EU and Mexico signed an Economic ,oved particularly difficult. European agricultural
Partnership, Political Coordination, and Cooperation ,.qqycers reportedly are concerned about the economic
Agreement to I!berallze trade and increase hlgh—le_vel effects of opening the EU market to cereals, meat, and
contacts. Also in December 1997, the EU and Mexico g gar from Mercosur countries. At the first meeting of

signed an Interim Agreement on Trade and {he Ey-Mercosur business forum, held in February

Trade-ReIated As_pects. Following rat|f|c§t|0n by both 1999, Mercosur representatives called on the EU to

parties, the Interim Agreement entered into force on gjiminate agricultural subsidies before entering into an

July 1, 1998. EU-Mercosur agreement. An EU-Mercosur summit
The entry into force of the Interim Agreement meeting of heads of state is scheduled for June 1999,

launched formal EU-Mexican negotiations for a free when the preparatory phase for FTA negotiations may

trade agreement (FTA). Both parties have stated theirbe launched.

goal of establishing bilateral, preferential, reciprocal

phased liberalization of trade in goods and services in .

accordance with relevant World Trade Organization SOUth Afrlca

(WTO) rules. EU and Mexican FTA negotiation teams The draft text of an EU-South Africa FTA was

have committed to meeting approximately every 6 initialed by negotiators on January 29, 1999. The

weeks. The first negotiating round was held in Mexico agreement awaits ratification by the Government of

in November 1998, and the second round in Brussels inSouth Africa and the 15 EU members before it enters

January 1999. Negotiations have been grouped intointo force. Negotiations for an EU-South Africa FTA

three main areas—trade in goods; services and capitabegan in June 1995. From the outset, South Africa has

movements; and public procurement, competition, insisted that any agreement reached must (1) take into
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account trade liberalization and economic restructuring 1998) is that SACU customs revenues provide 14.5
already underway in South Africa; (2) be consistent percent of total government revenue for Botswana, 58
with restructuring of the Southern African Customs percent for Lesotho, 44 percent for Namibia, and 32
Union (SACU), which joins the countries of South percent for Swaziland; SACU members are concerned
Africa, Botswana, Lesotho, Namibia, and Swaziland; that an EU-South Africa FTA will adversely affect

and (3) support the process of regional economic their economies by reducing regional customs revenue.

integration in Southern Africa. The EU-South Africa market access negotiations

As initially conceived, the negotiations were to encountered several difficulties. Talks were briefly
proceed on a “fast track,” with an agreement suspended during 1998 before the two sides came to an
envisioned by mid-1998. Both parties agreed that theagreement permitting EU members access to South
basic terms for an EU-South Africa FTA should cover African fisheries. Another longstanding problem was
trade in goods in all sectors (although it was also that of “appellations” (i.e., the use of hames) of wines
agreed to provide separate treatment for sensitiveand spirits. The EU had demanded that South Africa
sectors within the EU, South Africa, and SACU), drop the use of the names “port” and “sherry” for
liberalize trade in services, provide for the free South African fortified wines produced both for export
movement of capital, and comply with WTO rules. and for the domestic market. Portugal and Spain argue
They also have agreed on a maximum 10-yearthat the two names should apply only to certain
transition period for the EU to open its markets to products of specific regions of their respective
South African products, and 12 years for the relatively countries. In the final text, South Africa will retain the
less developed South Africa to open its market to EU use of the names “port” and “sherry” within the
products. Following the June 1998 trade talks (td& 19 domestic (including SADC) market, but will phase out
round of negotiations), improved offers by both sides the name for exported products over a period of 12
were estimated to result in an agreement that wouldyears in exchange for EU financial assistance in
cover over 86 percent of South African imports from marketing South African wines—reportedly one of the
the EU, and approximately 95 percent of EU imports last negotiating concessions needed to conclude the
from South Africa. agreement in January 1999.

According to press reports, the EU-South Africa Although the agreement has been completed by
FTA negotiations proved more difficult than either side negotiators and its ratification is pending, press reports
had anticipated—to the point when, in July 1998, in early 1999 indicated that some EU members may
South African President Nelson Mandela intervened to seek to modify or even renegotiate the agreement.
secure a pledge from the EU that negotiations would beFrance, Greece, ltaly, Portugal, and Spain reportedly
completed by yearend 1998. Since the start of thehave expressed discontent with the degree of market
negotiations, both sides had difficulties reconciling the access the draft text gives to South African agricultural
proposed EU-South Africa FTA with South Africa’s products. In addition, France and Italy reportedly have
regional commitments to SACU. SACU uses a joined with Portugal and Spain in indicating their
revenue-sharing formula that allocates fixed desire that the text contain a clear commitment from
proportions of regional tariff revenues to its members. South Africa to ending the use of the terms “port” and
One recent estimate (Eileen Sudworth and Kathleen“sherry.” Negotiators hope to address all outstanding
Van Hove, European Union—-South Africa Trade concerns about the draft EU-South Africa FTA by the
Negotiations ECDPM working paper No. 57, April  end of March 1999.
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Update on U.S.-EU Trade Issues

Joanne Guth 2
jguth@usitc.gov
202-205-3264

U.S.-EU relations have been marked by both Multilaterally, the United States and EU agreed
cooperation and confrontation over the past few under the TEP to meet regularly “to reach a closer
months. In December 1998, U.S. and EU officials understanding on the key issues” that will be raised
launched a major new trade initiative—the during the next trade round and to “coordinate
Transatlantic Economic Partnership (TEP). During the approaches and objectives wherever possible across the
same month, they implemented a mutual recognition agenda.” Bilaterally, both sides agreed to remove
agreement (MRA) to reduce standards-related barriersregulatory barriers to trade through closer cooperation
to trade in six sectors. However, trade officials have between regulators and negotiations of mutual
also been addressing a number of disputes, mostrecognition agreements in new sectors, including
notably the WTO consistency of the EU’'s recently service sectors. In the areas of food safety, plant and
modified banana import regime. The following section animal health, and biotechnology, the plan calls for
briefly summarizes a few of the major trade issues onincreased regulatory and scientific cooperation,
the bilateral agenda. Another article in this issue including an “early warning” food-safety system that
addresses current U.S.-EU discussions on mobilewould inform one side of the legislative/regulatory
telephone standards. initiatives of the other. With respect to government

procurement, the two sides will seek “balanced

: : expansion of market access opportunities for their
Transatlantlc ECOn0m|C companies [including] cooperation to ensure
Partnership and Mutual compatibility between each other’s electronic

.y procurement notification and tendering systems.” The
Recogann Agreements United States and EU agreed to work together to
improve the protection of intellectual property and will

pursue some short-term goals, such as reducing the

Formally launched at the U.S.-EU semiannual COsts of patent protection, as well as long-term goals,

summit in December 1998, the TEP establishes ansuch as examining the appropriate means to grant
organized, concrete agenda to “intensify and extendpPatent protection to inventions related to computer

multilateral and bilateral cooperation and common Programs.

actions in the field of trade and investment.” The TEP One of the most important components of the TEP
grew out of the broader bilateral initiative launched in pjateral agenda, and precursor NTA, is the conclusion
1995, the New Transatlantic Agenda (NTA), which of mytual recognition agreements (MRASs) to remove
established a framework for cooperation in economic, reqyatory barriers to trade. The MRA establishes the
political, and security areas. Under the TEP, a joint ¢ongitions under which regulatory authorities in the
actlpn .plan, or agenda, sets out a specific timetable forypjted States and the EU will directly accept the
achieving concrete results by the year 2000. Theyesyits of conformity assessment procedures (for
action plan contains specific steps to facilitate trade on example, testing, inspecting, and certifying) generated
a bilateral basis and to strengthen the multilateral by bodies in the other party, obviating the need for
trading system through cooperation in the run-up to the costly and sometimes duplicative tests and inspections.
next WTO ministerial later in 1999. The TEP calls for Following a 2-month delay resulting from some
business, labor, consumers, and environmentaliechnical issues, an MRA covering six sectors was
organizations to actively participate in each of the TEP implemented on December 1. The sectors are (1)

initiatives. telecommunications and information technology
o o equipment; (2) network and electromagnetic
2 The views expressed in this article are those of the quip ibili f( ) | ical d - (3) el 9 ical
author. They are not the views of the U.S. International compatibility for electrical products; (3) electrica
Trade Commission or any individual Commissioner. safety for electrical products; (4) good manufacturing
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practices (GMP) for pharmaceutical products; (5) GMP where a party essentially refuses or fails adequately to
and product assessment for certain medical devicesccomply.”  Moreover, Ambassador Barshefsky said,
and (6) safety of recreational craft. U.S. and EU *“[tlhe implications of the EU’s actions go far beyond
officials are currently trying to identify sectors for a this dispute, threatening the effectiveness of the
possible new MRA. In December, the USTR requested multilateral trading system as a whole.”
public comments on three sectors: marine safety  Tne original dispute settlement panel was
equipment, road safety equipment, and calibration gcheduled to determine on March 2 the appropriate
Services. value of the U.S. proposed retaliatory measures, which
the United States estimated at $520 million; however,
Bananas the panel said that it would need more time to make a
decision.  Around April 12, the same panel is
scheduled to determine whether the EU's modified
The long-running U.S.-EU banana dispute has panana regime is WTO consistent. In the meantime,

Following a WTO dispute-settlement ruling in 1997, fing a mutually agreed solution.

the EU was granted until January 1, 1999, to make its
banana import regime WTO-consistent (SHER, ;
Nov./Dec. 1998). In the months leading up to the Data anaCy
January implementation date, U.S. officials along with
the Latin American complainants in the WTO case On October 25, 1998, a new EU directive on the
argued that the EU’s proposed modified regime did not yrgtection of personal data entered into effect. Such
take sufficient steps to comply with the WTO .deCISIOI’]. data can be collected by companies from a wide variety
As no further changes were made to the regime, at theyt activities, such as telephone calls and credit card
end of 1998 the United States initiated procedures yansactions. The directive ensures “both a high level
requ'lred und'er WTO rules to request authorization to ¢ protection for the privacy of individuals in all
retaliate against EU products. However, the EU has nemper states and the free movement of personal data
continued to argue that its modified regime is \yithin the EU.” It only permits data transfers to third
WTO-compatible and that the United States cannot coynries that are judged to provide an adequate level
consider imposing sanctions before a WTO panel rules ot protection. U.S. and EU officials have been meeting
on the EU's modified regime. regularly to work out a plan that would ensure that the
The U.S.-EU banana dispute is the first major United States, which prefers company-based self
controversial case to progress so far through theregulation on data privacy issues, provides effective
WTO's dispute settlement system established under theprotection. Details concerning the rights of individuals
1995 Dispute Settlement Understanding. According to to access personal data also remain at issue. Both sides
Ambassador Barshefsky, “What this dispute raises . . .hope to resolve the dispute by June 1999. In the
is that the WTO dispute settlement rules themselves aremeantime, the United States remains concerned that
not entirely clear in cases such as we face with Europedata transfers to the United States could be interrupted.



January/February 1999 International Economic Review

The U.S.-EU Third-Generation Mobile Phone
Technology Debate: Who's Calling the Shots on
Standards?

Joanne Guth

and staff intern Robert Noravian 3
jguth@usitc.gov

202-205-3264

The EU adopted the Decision on Universal Mobile barriers. The EU has submitted the UMTS to the ITU
Telecommunications (UMTS) on December 14, 1998. for ratification which will make a preliminary
This policy deals with the implementation of standards standards ruling in March 1999.
for_thlrd-generatllo_n (363 mobile commlunlcatlons. TEe The United States and Europe currently have
United States claims that UMTS could create market yigeront standards in their mobile communications

access barriers for U.S. mobile communications ¢oiors  The United States has multiple communi-

companies that have business interests in the EU anQi4iions networks that use a combination of analog
that 3G standards should be dr_lven by industry not by (older) and digital (newer) technologies. These tech-
gov_ernment decree. A tentat_|ve agreement reach_e ologies, driven by competition, have created a market
during the February 1999 meeting of the TransAtlantic ¢ \ses different competing standards connected by a
Business Dialogue (TABD) in Washlnrgr;é(])qn has  system of roaming (intermnetwork compatibility) agree-
apparently produced a solution to this dilemma. ments between the various service providers. The

o United States has three competing digital standards and
The World Trade Organization (WTO) Agreement claims the UMTS standard is incompatible with all

on Technical Barriers to Trade prohibits the creation of three.  Although competitive approaches to the

exclusionary standards that create unnecessary barriera ; -
. i evelopment of mobile phone technologies have not
to trade. The United States believes that the EU ShOUIdprovided the United States with a single digital

wait for dat' glo(tj)al dl_stan_dagj I’u|l;g ?Shelgggalb standard, U.S. manufacturers intend to provide
recommenaation deadliine IS Decemboer 32, ) ycompatibility through new mobile handsets capable of

the Int.ernationall Telecomm_unications Union (ITU.) functioning on two to three networks. The downside to
before implementing a EU-wide standard. The ITU is this proposal is that the phones themselves will be

a trealy organization of the United Nations that is larger and costlier. A downside to the current U.S.

coordlnatlné; t.global th3(t3 Ste}learﬂS bythestabll|sglr||g mobile network is that customers have to pay for both
recommendations at wil —allow € goba incoming and outgoing calls, unlike European

mtgr—compaublhty of mobile communications. The customers who only have to pay for outgoing calls.
United States has expressed the concern that domestic

licensing activities in Europe (based on UMTS) could  Certain advantages have arisen from the United
prejudice the multilateral process of approving 3G States patChWOfk mobile communication network.
standards through the ITU, in that multiple or Some carriers offer local and long distance rates of 10
converged 3G standards may not win ITU approval. t0 15 cents per minute that are competitive with current
The EU claims that UMTS does not define technical fixed line services. Rates in EU countries can range
content nor does it define a specific standard andfrom an average of 31 cents to an average of 64 cents.
therefore allows for an industry-led policy free of trade COmpetition among U.S. companies produced code
division multiple access technology (CDMA), the basis
3 The views expressed in this article are those of the to a leading contender for third-generation technology

author. They are not the views of the U.S. International called CDMA2000.
Trade Commission or any individual Commissioner. ) ] o
4The TABD is an industry-led organization that The EU has a single mobile communications

attempts to achieve consensus among U.S. and European  network. the Global System for Mobile Communi-
business leaders on issues and specific actions for their !

respective governments to take to facilitate bilateral trade  ¢@tions (GSM). The EU adopted GSM as a European-
and investment. wide standard in the late 1980s and has since led the
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world market. As a result, 90 percent of the phones letter expressed concern of possible “government-
sold in Europe are digital compared to 15 percent in driven industrial considerations” in lieu of “legitimate
the United States. The EU has taken the samecommercial or technical requirement” considerations.
approach towards the new UMTS by adopting a single The United States is immediately concerned with
EU-wide standard that has the potential to become theservice provider licenses that EU member states will
world standard for mobile telephony. The new begin issuing this year. The aforementioned trade
standard is called Wideband CDMA (W-CDMA). officials wish to see regulatory flexibility that will best
There are two groups of manufacturers backing this serve customers’ needs instead of a narrow spectrum of
proposal, one led by Ericsson and Nokia and the otherregulation that will limit not only full industrial
led by Siemens, Alcatel, and Nortel. This new participation but ultimately consumer preferences.
generation of phones will provide regular telephony as Commissioner Bangermann’s response to these
well as enhanced multimedia features such as browsing.qncerns came in a January letter addressed to
the Internet, sending faxes, checking e-mail, and gecretary Albright in which he said the reason for such
watching audio-visual news clips. A problem With eary EU action for UMTS was that EU companies
W-CDMA technology is that it would not be readily pjan to launch 3G services as soon as possible. He also
backward compatible with existing and future U.S. eypressed the EU intent to allow industry and market
mobile phone technology. forces to drive the determination of a new global
The EU has adopted UMTS as a European standard. The EU claims that UMTS is not limiting
standard. The ITU will make a preliminary ruling on and that other standards may be used through licenses
key characteristics of 3G standards in March 1999. obtained through appropriate national licensing
This places European companies in a position to procedures. The UMTS does not encourage backward
dominate the 3G mobile communications market compatibility but does encourage the coexistence of
because UMTS'’s adoption as a world standard would different systems in order to support interoperability
allow European manufacturers to maintain their lead in efforts. The EU adopted this standard, however, before
3G technology. Secretary of State Madeline Albright, the ITU March 1999 preliminary ruling.
United States Trade Representative USTR Charlene  The united States supports a multi-standard
Barshefsky, Secretary of Commerce William Daley, approach to licensing. According to U.S. officials, and
and Federal Communications Commission Chairman gespite EU claims, the EU does not have such a clear
William Kennard stressed the importance of abiding by multi-standard approach, especially in their newly
the six key principles of standardization discussed atadopted UMTS. The EU maintains that technical
the Fall 1998 United States-EU TABD meeting in a gpecifications have not been made and will only be
December 1998 letter to Martin Bangemann, the EU made in accordance with ITU guidelines. Finnish and
Commissioner for Industrial Affairs and Information pytch telecommunications officials have begun the
and Telecommunications Technologies. They were— |icensing process based on UMTS guidelines and have

[] Minimal government regulation; noted that U.S. standards have not been excluded from
] Reliance on market forces: the bidding process. The Unltgd States _r_emains
' concerned about the low level of interoperability the
(1 Interoperable networks; EU standard will offer and that such a minimum
[J Continued government talks on frequency interoperability will favor European technology over
allocation and licensing consistent with ITU ~ U.S. technology as a global standard. However, a
recommendations; recent decision by industry leaders at the February
0] Recognition of operator requirements for TABD meeting in Washington indicated that both the

EU and the United States will now “encourage” a 3G
CDMA standard to be backward compatible with
o existing systems. The goal is to produce the least
(1 Facilitation of open, global standards to expensive handset that works on the maximum amount
support greater reciprocal acceptance of of mobile networks. Apparently industry leaders in the
standards developed by other regions. United States are now discouraging the Clinton
These officials expressed their support of a new administration from threatening Super 301 action
standard achieved by market-driven approaches as welbgainst the EU for its allegedly discriminatory UMTS
as a standard harmonized to the fullest extent. Theirpolicy.

evolution of current systems to meet
ITUrecommendations; and
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U.S. TRADE DEVELOPMENTS IN 1998

Michael Youssef °
myoussef@usitc.gov
202-205-3269

The U.S. Department of Commerce reported that $9.9 billion. Industrial supplies and materials
seasonally adjusted U.S. exports of goods and serviceslecreased by $13.4 billion, largely accounted for by a
of $931 billion and imports of $1,099.9 billion in 1998 decrease in crude oil imports. Exports  of
resulted in a goods and services trade deficit of $168.6advanced-technology products were $186.6 billion in
billion, approximately 53 percent ($58.4 billion) more 1998 and imports rose to $156.7 billion, resulting in a
than the 1997 deficit of $110.2 billion (table 1). 1998 surplus on advanced technology trade of $29.9
Exports of goods decreased by $8.3 billion from billion, down from $32.3 billion in 1997. Additional
$679.3 billion in 1997, and imports increased by $41.8 information on U.S. trade developments in 1998 are
billion from $877.3 billion in 1997, resulting in a highlighted in table 2 and figures 1 and 2.
record high deficit of $248 billion in 1998. For
services, exports were $2.0 billion higher than in 1997  The decrease in the 1997-98 U.S. surplus in trade
and imports were up by $10.3 billion, resulting in a in services was due to several factors. Increases in

surplus of $79.4 billion—$8.4 billion less than the exports of other private services (mostly business,
1997 surplus of $87.7 billion. professional, and technical services and financial

services) and in royalties and license fees were largely
offset by decreases in travel (foreign residents traveling
to the United States) transfers under U.S. military sales
contracts, and freight and port transportation-related
expenditures in the United States. The increase in U.S.
imports of services due to increases in other private
services, travel (U.S. residents traveling abroad), and
royalties and license fees.

The overall decrease 1997-98 U.S. exports of
goods reflected decreases in exports of industrial
supplies and materials (especially petroleum products,
finished textile supplies, and organic chemicals) of
$10.3 billion, and food, feeds, and beverages
(especially soybeans and corn) of $5.1 billion, and
automobiles, parts, and engines of $1.3 bhillion.
Exports of nonautomotive capital goods, led by civilian

aircraft, rose by $5.0 billion. The largest increases in The 1998 trade data (table 3) show U.S. surpluses
1997-98 U.S. imports Were_in consumer g_oods (apparelyith Australia, Brazil, Argentina, Egypt, and South
products and pharmaceutical products increased theafrica, Deficits were recorded with Japan, China, the
most) of $22.6 billion, nonautomotive capital goods Eyropean Union, the newly industrialized countries
(telecommunications equipment, civilian aircraft, and (NICS, which includes Hong Kong, Korea, Singapore,
computer accessories increased the most) of $16.23,9 Taiwan), Canada, Mexico, the oil producing and
billion, and automobiles, parts, and engines of exporting countries (OPEC), and Russia.

5 The views expressed in this article are those of the
author. They are not the views of the U.S. International
Trade Commission or any individual Commissioner.
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Table 1
U.S. trade in goods and services, seasonally adjusted, 1997-98

(Billion dollars)
Exports Imports Trade balance
Item 1997 1998 1997 1998 1997 1998
Trade In goods and services:
Currentdollars ............... 937.6 931.3 1,047.8 1,099.9 -110.2 -168.6
Trade in goods (see note)
Current dollars—
Includingoil ................ 679.3 671.1 877.3 919.0 -198.0 -248.0
Excludingoil ............... 678.8 675.2 798.9 862.7 -120.1 -187.5
Trade in services
Currentdollars ................ 258.3 260.3 170.5 180.9 87.8 79.4
Trade in goods (Census basis)
1992 dollars ................. 827.1 853.4 972.2 1,073.5 -145.1 -220.1
Advanced-technology products 179.5 186.6 147.3 156.7 32.3 29.9

(not seasonally adjusted)

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), Feb.19, 1999.

Table 2
Nominal U.S. exports and trade balances, of agriculture and specified manufacturing sectors,
1997-98

Change

Exports :cL)S\J/gErB Shart(ce)tgi Trade balances
1997 1998 1997 1998 1998 1997
Billion dollars Percentage Billion dollars
ADP equipment & office machinery ..... 43.7 40.7 -6.9 6.0 -31.3 -36.1
Airplanes ............ ..o o 25.2 35.2 37.5 5.2 21.0 28.3
Airplaneparts ............ ... .. 13.3 15.0 13.5 2.2 8.4 9.2
Electrical machinery .................. 65.8 65.4 -0.6 9.6 -14.6 -14.0
General industrial machinery ........... 30.6 30.0 -2.0 4.4 4.3 1.2
Iron & steel mill products .............. 5.6 54 -1.8 0.8 -8.7 -11.7
Inorganic chemicals .................. 5.3 4.7 -11.3 0.7 -0.2 0.0
Organic chemicals .................... 16.4 14.9 -9.2 2.2 -0.3 -0.1
Power-generating machinery ........... 27.2 28.6 5.1 4.2 2.6 0.5
Scientific instruments . ................ 24.0 24.1 0.4 3.5 10.0 8.6
Specialized industrial machinery . ....... 29.1 27.3 -6.5 4.0 8.0 4.3
Televisions, VCRs,etc ................ 24.1 23.4 -2.9 3.4 -12.7 -19.1
Textile yarns, fabrics and articles ....... 8.9 9.0 0.0 1.3 -3.9 -3.9
Vehicleparts .......... ... ... ... ... 55.6 53.4 -4.1 7.8 -57.2 -67.9
Manufactured exports not included above 175.4 173.3 9.1 255 -230.3 -136.6
Total manufactures ................... 550.5 551.4 0.2 80.7 -340.2 -241.0
Agriculture ... ... 55.6 50.6 -9.0 7.4 20.4 14.9
Other exports not included above ... .... 83.1 81.0 -25 11.9 -118.3 -4.7
Total exports of goods .............. 689.2 683.0 -0.9 100.0 -181.5 -230.8

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), Feb. 19 1999.
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Figure 1
U.S. trade by major commodity, billion dollars, 1998
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Source: U.S. Department of Commerce.
Figure 2
U.S. trade in principal goods, billion dollars, 1998
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Table 3

U.S. exports and imports of goods with major trading partners, 1997-98

International Economic Review

(Billion dollars)
Exports Imports Trade balance
Country/areas 1997 1998 1997 1998 1997 1998
Total ... 689.2 683.0 870.7 913.8 -181.5 -230.9
North America ..................... 223.2 235.3 254.1 269.6 -31.0 -34.2
Canada ............ccovvuiinnn.. 151.8 156.3 168.2 174.8 -16.4 -18.5
MEXICO ..ot 714 79.0 85.9 94.7 -14.6 -15.7
EUrOpe ... 155.4 163.0 173.0 192.0 -17.6 -28.9
European Union (EU-15) .......... 140.8 149.5 157.5 176.4 -16.8 -26.9
France ............. ... ... .. ... 16.0 17.7 20.6 24.1 -4.7 -6.4
Germany ... 245 26.6 43.1 49.8 -18.7 -23.2
Italy ....... ... 9.0 9.0 19.4 21.0 -10.4 -12.0
Netherlands ................... 19.8 19.0 7.3 7.6 12.5 114
United Kingdom ................ 36.4 39.1 32.7 34.8 3.8 4.3
OtherEU ...................... 9.0 10.4 9.8 12.9 -0.8 -2.5
FSR/Eastern Europel ............. 7.9 75 8.5 10.9 -0.6 -3.4
Russia .........coooviiiiin. 3.4 3.6 4.3 5.7 -1.0 -2.2
Pacific Rim Countries ............... 193.7 167.5 3154 3279 -121.6 -160.4
Australia .......... ... ... 12.1 11.9 4.6 5.4 7.5 6.6
China ......... ... ... 12.9 14.3 62.6 71.2 -49.7 -56.9
Japan . ... 65.6 57.9 121.7 122.0 -56.1 -64.1
NICSZ ... i 78.2 63.3 86.2 86.0 -7.9 -22.7
South/Central America .............. 63.0 63.4 53.7 50.4 9.3 13.0
Argentina............ ... ... ... 5.8 5.9 2.2 2.3 3.6 3.6
Brazil .......... ... 15.9 15.2 9.6 10.1 6.3 5.0
OPEC ... . 255 25.1 44.0 34.1 -18.5 -9.0
Other Countries .................... 31.3 29.2 44.7 47.4 -13.4 -18.5
Egypt ..o 3.8 3.1 0.7 0.7 3.2 2.4
South Africa ..................... 3.0 3.6 25 3.1 0.6 0.6

1 FSR indicates the former Soviet republics.

2 The newly industrializing countries (NICs) include Hong Kong, Korea, Singapore, and Taiwan.

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 may be

included in more than one area. Data are presented on a Census Bureau basis.

Source: U.S. Department of Commerce News (FT 900), Feb.19, 1999
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INTERNATIONAL ECONOMIC
COMPARISONS

Michael Youssef 6
myoussef@usitc.gov
202-205-3269

I the only other G-7 country with a merchandise trade
U.S. Economic Performance deficit, recorded a trade deficit of $43.2 billion in the

Relative to Other Group of  third quarter of 1998, nearly double the $25 billion
Seven Members trade deficit it registered in the third quarter of 1997.

Industrial production

The Federal Reserve Board reported that U.S.
industrial production was unchanged in January 1999.
Manufacturing output increased by 0.1 percent and
utility output increased by 0.2 percent. Total industrial
production in January 1999 was 1.7 percent higher than
. in January 1998. Manufacturing output was 2.2
Economic growth percent higher than in January 1998. Total industrial

U.S. real GDP—the output of goods and services capacity utilization fell by 0.3 percente_tge point in_
produced in the United States measured in 1992January 1999, but was 4.9 percent higher than in

prices—grew at an annual rate of 6.1 percent in the January 1998.
fourth quarter following a 3.7—percent increase in the Other G-7 member countries reported the
third quarter of 1998. Real GDP increased by 3.9 following growth rates of industrial production. For
percent in 1998, from the 1997 annual level, the samethe year ending December 1998, the United Kingdom
increase as in 1997. reported an increase of 0.1 percent, Germany reported
The annualized rate of real GDP growth in the a decrease of 0.3 percent, Japan reported a decrease of
fourth quarter of 1998 was 0.7 percent in the United 6.4 percent, and ltaly rgported a decrease of 3.9
Kingdom. The annualized GDP growth in the third percent. For the year_endlng November 1998, Canada
quarter was 1.8 percent in Canada, 2.1 percent inreported 2.2—percent increase, and France reported a

France, 3.5 percent in Germany, 2.0 percent in Italy, 4.8-percent increase.

and was a negative 2.6 percent in Japan. The

annualized rate of real GDP growth rate was 2.8 P .

percent in the 11 EU countries participating in the euro rnces

currency zone. The seasonally adjusted U.S. consumer price index
(CPI) rose 0.1 percent in January 1999, the same as in
December 1998. For the 12-month period ended in

Trade January 1999, the CPI has increased by 1.7 percent.

) ) During the 1-year period ending January 1999, prices
The United States recorded a merchandise tradejncreased by 2.4 percent in the United Kingdom.

deficit of $248 billion in 1998. The United Kingdom, During the 1-year period ending December 1998,
6 The views expressed in this article are those of the prices increased by 1.0 percent in Canada, 0.3 percent

author. They are not the views of the U.S. International in France, 0.5 percent in Germany, 1.5 percent in Italy,
Trade Commission or any individual Commissioner. and 0.6 percent in Japan.

A comparison follows of U.S. economic growth,
industrial growth, prices, and employment with other
Group of Seven (G-7) members. The Statistical
Appendix provides more detailed economic data.

15



January/February 1999 International Economic Review

have increased the demand for housing. Sales of new
mployment
o single-family homes soared in January, matching the
The Bureau of Labor Statistics reported that the 11.year high. Sales in the past 3 months are the
_U.S. unemployment rate remained virtually unchanged highest since 1978, and construction outlays by
in January 1999 at 4.3 percent. In January 1999, thenomebuilders have surged in recent months amid
number of nonfarm payroll jobs increased by 245,000 geclining inventories. ~ Falling commodity prices,

Services added 114,000 jobs and employment incheaper imports, in part a result of the Asian financial
business services increased by 48,000 jobs in Januaryisis, are further helping to hold down inflation,

1999, but the number of manufacturing jobs declined. giving household buying power an additional lift at a
In other G-7 countries, their latest unemployment rates time when wage growth is accelerating. Rising labor

were: 7.8 percent in Canada, 11.5 percent in Franceproductivity and small increases in unit labor costs also
10.6 percent in Germany, 12.3 percent in ltaly, 4.3 pave helped keep inflation low.

percent in Japan, and 6.2 percent in the United

Kingdom. The January 1999 Federal Reserve Beige Book,

which reports on economic activity based on business
contacts in the 12 Federal Reserve districts, stated that
Summary of most regions were showing solid economic growth
; H overall despite mixed or weak results for individual
US Economlc Condltlons sectors in some areas. While the pace of growth for
some sectors had slowed, most districts reported
, ) ) generally stable or declining prices for both producers
The major contributors to t_he unexpected high U.S. and consumers. Reports from all districts mentioned
GDP growth of 6.1 percent in the fourth quarter of |50 market tightness, with few districts recording
1998—3.9 percent GDP growth for 1998 as a heightened wage pressures. Business contacts in most

whole—were personal consumption and investment yisyricts reportedly remained optimistic about 1999,
spending. Real personal consumption spending roseggiecially the first half, and expect business activity to
by 4.8 percent in 1998 and personal spending on

durabl ds i d b | accelerate early in the year. Sales of consumer
urable goods increased by 10.1 percent. Real grosgy rapies were reported to be strong in every district,

invzstmen,t zpentt)iling ingreased by 15)_'4 percentk,) anquth the most robust results in home appliances, home
producers’ durable equipment spending grew DY & ishings, consumer electronics, and automobiles.

healthy 16.7 percent. Nonresidential fixed investment Job growth appears generally strong in the business
increased by 11.9 percent and residential fixed services sector

investment increased by 10.4 percent. Rising incomes

and equity prices fueled consumer spending and 1he U.S. manufacturing sector has not been
encouraged additional investment. particularly hard hit by reduced exports to Asia as a

) ) ) result of the Asian financial crisis. This is because
Consumer confidence is strong and growing. guong U.S. domestic demand has more than made up
Household real income has been rising strongly andfOr declining Asian demand for U.S. goods. U.S.

outlays for credit-sensitive goods are up, with Services ,, .chasing managers recently reported that industrial
accounting for about 80 per.cent of spending grgvvth in activity remained steady and that, while export orders
the past half year. Low interest rates and INCOME a1 overall bookings remained strong. Moreover, the

growth will only reinforce these trends. The qonjice sector accounts for one-half of U.S. output and
Conference Board Consumer Confidence Index 'nChedempons three-fourths of private-sector workers, and

up, gaining about one point in January 1999 over the 4o peen largely immune to the Asian crisis.

prior  month. Favorable ~employment —conditions ,,5enoids, which buy two-thirds of U.S. output, have
continue to lift consumer confidence levels, reports the been helped by cheaper imports due in part to the
Conference Board Consumer Research Center, asigjan crisis. Prices of U.S. imports of all goods

consumers’ appraisal of the current state of the yecjined by 5.2 percent in the year ending December
economy is running at decade-high levels. 1997 and by 6.1 percent in the year ending December
U.S. monetary policy by the Federal Reserve has 1998; prices of petroleum imports fell by 25.5 percent

been a driving force maintaining strong economic and by 40.0 percent, respectively. Finally, there are
growth combined with low rates of inflation and low signs that the immediate impact from the Asian

interest rates. Low interest rates and declining financial crisis abated in the second half of 1998, and
commodity prices are boosting housing and demandthat some of the severely affected Asian economies
for home-related durable goods. Lower mortgage rateshave started to re-build their foreign reserves and may
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be poised for economic recovery. Recovery of the years except for 1992 and 1996, while output increased
Asian economies will improve U.S. export prospects to by 4.6 percent. Hours worked increased by 2.4 percent
that region. in 1998 versus 3.2 percent in 1997. Hourly
compensation increased by 4.2 percent in 1998
following an increase of 3.5 percent in 1997. Unit
Productivity and costs in 1998 labor costs rose by 2.0 percent in 1998 following an

o . increase of 2.3 percent in1997.
U.S. labor productivity in the manufacturing sector

increased and unit labor costs declined in 1998,
continuing a 6-year trend of rising productivity and FOrecasts
declining unit labor costs. Manufacturing productivity
grew by 4.3 percent in 1998 as output rose by 4.2
percent and hours worked fell by 0.1 percent.
Productivity growth in 1998 was the highest in 10
years except for 1992 and 1997. The average hourly
compensation of manufacturing workers increased by
4.5 percent in 1998 following an increase of 4.2
percent in 1997, but real hourly compensation rose by
2.9 percent in 1998 following a real increase of 1.8
percent in the previous year.

Six major forecasters expect real U.S. economic
growth to average about 2.2 percent (at an annual rate)
in the second quarter of 1999, and to range from 2.5
percent to 2.9 percent in the second half of the year.
Table 4 shows macroeconomic projections for the U.S.
economy from January to December1999, and the
simple average of these forecasts. Forecasts of all the
economic indicators, except unemployment, are
presented as percentage changes over the preceding
quarter, on an annualized basis. The forecasts of the

In the more inclusive business sector, productivity unemployment rate are averages for the quarter.
increased by 2.3 percent in 1998, output rose 4.6

percent, and hours of ?j” persons enghagedhin tt)he_secmﬁnemployment rate of 4.7 percent in the second quarter
grew 2.2 percent. Productivity growth in the business of 1999 and then increases slightly in the second half

sector was the highest in 10 years except for 1992 andof 1999. Inflation (as measured by the GDP deflator)

1996. is expected to remain subdued at about 1.2 percent in
In the nonfarm business sector, productivity the second quarter of 1999 and then to average about
increased by 2.2 percent in 1998, the highest in 101.8 percent to 2.1 percent in the second half of 1999.

The average of the forecasts points to an
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Table 4
Projected changes in U.S. economic indicators, by quarters, January-December 1999
(Percentage)
UCLA Merrill
Confer- Business Lynch Macro Wharton
ence E.l. Forecasting Capital Economic WEFA Mean of 6
Period Board Dupont Project Markets Advisers Group forecasts

GDP current dollars

1999:
Jan.-Mar ........... 4.0 3.0 3.0 2.2 4.2 4.2 3.4
Apr-June........... 4.7 3.2 3.3 21 3.7 3.7 3.5
July-Sept. .......... 6.3 4.4 4.5 2.3 4.9 4.9 4.5
Oct.-Dec ........... 7.3 5.8 5.4 2.3 5.1 5.1 5.1
Annual average ..... 5.6 4.1 4.1 2.2 4.5 4.5 4.1

GDP constant (chained 1992) dollars

1999:
Jan-Mar ........... 2.0 1.5 1.8 1.1 2.7 2.7 1.9
Apr.-June .......... 34 1.5 1.8 1.2 2.8 2.8 2.2
July-Sept. 35 2.3 2.6 1.3 25 25 25
Oct.-Dec. 4.0 35 3.4 1.3 2.4 24 2.9
Annual average 3.2 2.2 2.4 1.2 2.6 2.6 2.4

GDP deflator index

1999:
Jan.-Mar.. 14 1.4 1.1 11 14 14 1.3
Apr.-June 1.1 1.3 1.5 0.7 1.0 1.0 12
July- Sept. 2.6 2.1 1.8 0.7 2.3 23 1.8
Oct.-Dec. 3.2 2.1 1.9 0.4 2.6 2.6 21
Annual average 2.1 1.7 1.6 0.7 1.8 1.8 1.6

Unemployment, average rate

1999:
Jan.-Mar. 4.4 4.5 4.8 438 4.4 4.4 4.6
Apr.-June 4.4 4.9 5.1 5.0 43 4.3 4.7
July- Sept. 45 5.0 5.0 5.2 4.4 4.4 4.8
Oct.- Dec. 4.4 5.0 5.0 5.2 4.6 4.6 438
Annual average 4.4 4.9 5.0 51 4.4 4.4 4.7

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, January-February 1999.

Source: Compiled from data of the Conference Board. Used with permission.
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Merchandise trade balances of G-7 countries, by specified periods, 1995-98
(Billion U.S. dollars, exports less imports [f.0.b - c.i.f], at annual rates)

1997 1998

Country 1995 1996 1997 | I 11} \Y; I I 11 Oct. Nov. Dec.

United States ..... -158.8  -170.2  -181.8 -1536 -1584  -226.6  -192.0 -177.6  -224.4  -280.1 -271.2  -2424  -248.0
Japan............ 106.0 68.2 82.4 51.3 93.3 86.6 102.5 98.0 114.0 107.3 144.0 ® ®
Canada3 ......... 26.8 31.7 19.4 28.8 16.5 15.0 11.4 12.7 10.3 15.2 ©) ® ®
Germany ......... 63.6 65.5 73.1 68.0 79.0 76.7 72.4 72.1 80.4 79.2 ® ® ®
United Kingdom . .. -22.4 -24.3 -26.5 -17.0 -23.0 -25.0 -31.7 -37.4 -36.7 -43.2 ® ® ®
France ........... 20.0 17.8 30.2 22.5 34.4 31.0 35.3 25.4 26.4 31.6 ) ® ®
ltaly ............. 27.6 439 38.3 32.0 30.6 30.4 8.3 25.4 30.0 31.3 ® ® ®

1 Figures are on Census basis and were adjusted to reflect change in U.S. Department of Commerce reporting of imports at customs value, seasonally

adjusted, rather than c.i.f. value.
2 Not available.
Imports are f.0.b.

Source: Advance Report on U.S. Merchandise Trade, U.S. Department of Commerce, Feb..18, 1998; Main Economic Indicators; Organization for Economic
Cooperation and Development, Dec. 1998.

Indexes of industrial production of G-7 countries, by specified periods, Jan. 1995-Jan. 1999
(Total Industrial production, 1990=100)

1997 1998 1999
Country 1995 1996 1997 11 \Y 11 \Y Oct. Nov. Dec. Jan.
United States ............. 115.8 119.8 125.8 126.5 128.7 129.6 129.8 130.3 128.9 132.5 132.5
Japan .................... 96.2 98.5 101.9 102.5 100.1 94.3 94.9 94.7 @ @ O]
Canada? ................. 113.2 114.7 120.7 121.5 122.3 123.1 123.2 ©) @ @) O]
Germany ................. 97.2 97.6 101.1 102.2 102.8 107.4 ©) ) Q) Q) O]
United Kingdom ........... 106.4 107.5 108.4 110.3 108.0 109.4 ©) 108.8 @ ) M
France ................... 99.6 99.8 103.6 105.4 106.3 108.6 ©) ©) ) Q) O]
ltaly ..................... 107.9 104.8 107.7 108.2 109.2 108.2 ©) O] Q) Q) @)

1 Not available.

2 Real domestic product in industry at factor cost and 1986 prices. U.S. IP1 1990=98.9.
Source: Main Economic Indicators, Organization for Economic Cooperation and Development, Sep. 1998, Federal Reserve Statistical Release, Oct. 17, 1998.



Consumer prices of G-7 countries, by specified periods, Jan. 1995- Dec. 1998

(Percentage change from same period of previous year)

1997
Country 1995 1996 1997 | Il 1 IV Feb. Mar. Apr. May June July Aug. Sep. Oct. Nov. Dec.
United States ....... 2.8 3.0 2.3 2.9 23 22 19 14 14 14 17 1.7 17 16 15 15 15 1.6
Japan.............. -0.1 0.2 1.7 0.6 20 21 21 19 22 04 0.5 01 -01 03 -02 02 0.8 0.6
Canada ............ 1.7 1.6 1.6 2.1 16 17 10 11 09 0.8 11 1.0 10 08 07 1.0 1.2 1.0
Germany ........... 1.7 1.4 1.7 17 15 19 17 10 14 14 1.3 11 09 07 07 07 0.6 0.5
United Kingdom ... .. 3.4 24 3.1 2.7 27 35 37 34 35 40 4.2 37 35 33 32 31 3.0 2.8
France ............. 1.7 2.0 1.2 15 09 13 11 08 10 1.0 1.0 0.8 0.7 05 05 04 0.3 0.3
Italy ............... 5.2 3.9 2.0 25 18 19 19 21 19 20 1.9 20 20 20 20 17 15 1.6
+ Not available.
Source: Consumer Price Indexes, Nine Countries, U.S. Department of Labor, Jan.1999.
Unemployment rates (civilian labor force basis) 1 in G-7 countries, by specified periods, 1995-98
(percentage)
Country 1995 1996 1997 1998
United States . ..., 5.6 5.4 4.9 45
Japan .. ... 3.2 34 3.4 4.1
Canada ...........iiiiii 9.5 9.7 9.2 8.3
Germany ..........iiiii 6.5 7.2 7.8 7.5
United Kingdom . ....................... 8.7 8.2 7.0 ®
France ... 11.8 12,5 12.4 11.8
Italy ... 12.0 12.1 12.3 12.3

1 Seasonally adjusted; rates of foreign countries adjusted to be comparable with the U.S. rate.
2 Not available.
Source: Unemployment Rates in Nine Countries, U.S. Department of Labor, Jan.1999.



U.S. trade balances by major commodity categories and by specified periods, Jan. 1995- Dec. 1998
(Billion dollars)

1998
Commodity categories 1995 1996 1997 May June July Aug. Sep. Oct. Nov. Dec.
Agriculture . ........... 25.6 26.7 20.5 0.8 0.9 1.0 0.9 0.6 1.8 1.7 1.6
Petroleumand ........ -48.8 -60.9 -65.5 -3.6 -4.0 -3.5 -3.5 -3.3 -3.8 -3.5 -2.8
selected products
(unadjusted)
Manufactured goods . . . -173.5  -175.9 -179.5 -20.3 -17.6 -24.6 -23.2 -23.4 -24.1 -21.7 -19.6
$15.83 $18.98 $17.67 $11.80 $11.23 $10.71 $10.63 $10.96 $11.59 $10.81 $9.43

Unit value of U.S. imports . . .
of petroleum and
selected products
(unadjusted)

1 Exports, f.a.s. value, unadjusted. Imports, customs value, unadjusted.
Source: Advance Report on U.S. Merchandise Trade, U.S. Department of Commerce, Feb. 18,1998.



Annual changes in U.S. productivity and related measures, 1989-98

Measure 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998
Business:
Productivity .......... ... ... 0.8 0.7 0.6 3.4 0.1 0.6 0.3 2.7 15 2.3
OULPUL e 3.4 0.8 -1.7 3.2 2.7 4.1 2.7 4.2 4.6 4.6
HOUIS oo 25 0.2 -2.3 -0.2 2.6 35 24 1.5 3.1 2.2
Hourly compensation .................. 2.8 5.7 4.8 5.2 25 1.8 2.3 3.6 3.6 4.3
Real hourly compensation ............. -1.9 0.3 0.5 2.1 -0.5 -0.7 -0.5 0.7 1.2 2.7
Unitlaborcosts ....................... 1.9 5.0 4.1 1.7 24 1.2 2.0 0.9 21 2.0
Nonfarm business:
Productivity ............. ... oo 0.6 0.5 0.7 3.1 0.1 0.5 0.6 24 1.2 2.2
OUutpuUt .. 3.2 0.7 -1.8 3.0 3.0 3.9 3.0 4.1 4.5 4.6
HOUIS oo 2.6 0.3 -2.4 -0.1 2.9 33 24 1.6 3.2 24
Hourly compensation .................. 2.7 5.5 4.9 5.1 2.2 1.9 2.4 35 3.5 4.2
Real hourly compensation ............. -2.0 0.1 0.7 2.1 -0.7 -0.6 -0.5 0.6 1.2 2.6
Unitlaborcosts ....................... 2.1 5.0 4.2 1.9 2.2 14 1.8 11 2.3 2.0
Manufacturing:
Productivity .......... ... .. ... 0.2 25 2.3 5.1 2.2 3.0 3.9 4.1 4.9 43
OULPUL e 0.7 0.4 -2.0 4.7 3.6 5.3 4.3 3.7 6.5 4.2
HOUIS oo 0.5 2.1 -4.2 -0.4 14 2.2 0.4 -0.4 1.6 -0.1
Hourly compensation . ................. 3.2 4.7 5.3 4.3 29 2.8 2.4 2.2 4.2 45
Real hourly compensation ............. -1.6 -0.6 11 1.3 -0.1 0.2 -0.4 -0.8 1.8 29
Unitlaborcosts ....................... 3.0 2.2 2.9 -0.7 0.7 -0.3 -1.4 -1.8 -0.7 0.2

Source: U.S. Department of Labor.





