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INTERNATIONAL ECONOMIC
COMPARISONS

Summary of U.S. Economic Conditions

Latest monthly data on the U.S. economy show
that factory orders and sales declined and unemploy-
ment rose, signaling that the economic slowdown
might be deeper than thought. Nevertheless, a rise in
housing sales and consumer confidence might ulti-
mately provide enough steam to reverse the econom-
ic slide,

The U.S. Department of Commerce reported that
factory orders fell 1.7 percent in January 1991. Dura-
ble goods orders fell 1.8 percent and nondurable
goods orders fell 1.7 percent. Within the durable
goods category, transportation equipment orders fell
3.9 percent and capital goods orders fell 9.4 percent.
Commerce also reported that sales by manufacturers,
retailers and wholesalers fell by 1.2 percent in Janu-
ary 1991 for the third straight monthly decline. Con-
sequently, inventories of unsold goods rose. Home
sales, however, rose 7.9 percent in February 1991

- after a decline of 7.3 percent in January. This is the
first increase since November 1990 and the biggest
rise in nearly 5 years. Such an increase, if it proved
to be the turning point for the housing sector, could
be sufficient to lead the economy out of the reces-
sion.

Meanwhile, the Federal Reserve warned that tight
credit and the banking industry’s real estate problems
continue to restrain economic growth despite the
ending of the Persian Gulf War. To combat rising
unemployment, the Federal Reserve had cut the in-
terest rate on Federal Funds to 6.0 percent in March
1991. Although consumers and businesses are still
uncertain about the direction of the economy, there
are indications that the sharp drop in oil prices, the
decline in interest rates, the low rate of inflation, and
the encouraging rate of export growth have increased
consumer and investor confidence.” Consumers’ debt
burden, however, might inhibit consumer spending
and retard the economic recovery. Consumer debt
" outstanding, according to the Federal Reserve statis-
tics, represents 82.0 percent of income, up from 70.0
percent in the beginning of the 1980s.

In addition, inflows of foreign capital are expected
to decline further in 1991, after declining by about
$79.4 billion in 1990. Consequently, the gap between
domestic saving and investment has to be covered by
increasingly cutting the budget deficit or by further
reductions in domestic spending., Foreign capital
flows are being diverted by competing demands and
higher interest rates in Germany and Japan. A tight
budgetary stance uncompensated by proportional tax
cuts might hamper the process of recovery. U.S. cur-
rent account statistics reflect the reduced inflow of
capital,
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U.S. Current Account

Data released by the U.S. Department of Com-
merce show that the U.S. current account deficit
dropped to $99.3 billion in 1990 from $110.0 billion
in 1989. The decline refiected increased sales of
computers and office equipment, aerospace, chemi-
cals, and construction and mining equipment. The
U.S. debtor position continued to worsen, although at
a slower pace. Foreign direct investment inflows re-
ceded by $46.5 billion in 1990 to $25.7 billion. Indi-
rect investment in Treasury bonds dropped to $1.1
billion from $30.0 billion in 1989. By the end of
1990, foreign assets in the United States surpassed
U.S. assets abroad by $760 billion. In contrast, the
U.S. surplus in services transactions showed an im-
provement of $2.4 billion, rising to $22.9 billion in
1990. The United States also registered a $7.5 billion
surplus in receipts from investment abroad in 1990,
compared to a $900 million deficit in 1989,

World Output and Trade

The growth in world output slowed in 1990 to an
estimated 2.0 percent annual rate from 3.0 percent in
1989 and 4.1 percent in 1988. Corollary to the slow-
down in world output was the contraction of world
trade. Published GATT estimates show that the vol-
ume of world trade expanded by 5.0 percent in 1990
compared with an actual expansion of 7.0 percent in
1989 and 9.1 percent in 1988. The value of world
merchandise trade in 1990 was estimated to be $3.5
trillion. World trade in services such as transporta-
tion, banking, tourism, and insurance was estimated
to have grown by 12.0 percent from 1989 to 1990,
to $770 billion, almost one-fifth of the total value of
world exports of goods. On a volume basis, exports
of manufactures outpaced exports of agricultural and
mining products. Merchandise exports of 15 highly
indebted countries increased 11.0 percent in value
compared with a 17.0 percent increase in 1989, Im-
ports by these countries climbed by 16.0 percent
from 1989 to 1990. The United States lost its posi-
tion to Germany as the largest world exporter fol-
lowing a 16.5 percent increase in the value of the
mark against the dollar and the unification of the
East and West regions. However, the United States
recorded a greater increase in export volume than
those of Germany and Japan. The United States’
export volume index rose by 8.5 percent in 1990,
compared with only 1.5 percent for Germany and 4.5
percent for- Japan.

The GATT estimated that over the 1980 decade,
the volume of world trade rose by about 50.0 percent
and the value of world trade rose by 75.0 percent.
The share of mining and agricultural products in
world trade declined, as did the shares of the Middle
East, Africa, and Latin America. During the eighties,
North America became the most dynamic region in
terms of output and trade growth, followed by Asia.
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Economic Growth

The annualized rate of real economic growth in
the United States in the fourth quarter of 1990 was
revised upward by the Commerce Dept. to a negative
1.6 percent from the —2.1 percent estimated earlier.
The real U.S. growth rate was 1.4 percent in the
third quarter, 0.4 percent in the second quarter, and
1.7 percent in the first quarter of 1990. The real
growth rate for 1990 as a whole was estimated at 0.9
percent. The annualized rate of real economic growth
in the fourth quarter of 1990 was -3.8 percent in the
United Kingdom, 1.5 percent in Germany, —1.6 per-
cent in France, 2.1 percent in Japan, —4.0 percent in
Canada, and 2.7 percent in Italy.

Industrial Production

U.S. industrial production dropped by another 0.8
percent in February 1991, the Commerce Dept. re-
ported after revised declines of 0.5 percent in Janu-
ary and 1.1 percent in December 1990. The February
1991 index of industrial production was 2.6 percent
lower than it was in February 1990. Auto and truck
production fell 5.0 percent in February 1991; produc-
tion in other sectors fell by 0.7 percent. Capacity
utilization in manufacturing, mining, and utilities
dropped in February 1991 by 0.8 percent to 79.1
percent, its lowest level since late 1986.

Other major industrial countries reported the fol-
lowing annual growth rates of industrial production:
for the year ending January 1991, Germany reported
an increase of 5.2 percent, Japan, an increase of 7.3
percent, the United Kingdom, a decrease of 3.8 per-
cent, and France, an increase of 0.7 percent; for the
year ending December 1990, Italy, a decrease of 5.3,
percent, and Canada, a decrease of 6.6 percent.

Prices

The seasonally adjusted U.S. Consumer Price In-
dex rose by 0.2 percent in February from January
1991, and increased by 5.3 percent during the year
ending February 1991.

During the 1-year period ending February 1991,
consumer prices increased by 2.7 percent in
Germany and 6.7 percent in Italy, During the 1-year
period ending January 1990, prices increased 9.0
percent in the United Kingdom, 3.5 percent in
France, 6.8 percent in Canada, and 4.5 percent in
Japan,

Employment

The seasonally adjusted rate of unemployment in
the United States (on a total labor force basis, in-
cluding military personnel) increased to 6.4 percent
in February from 6.1 percent in January 1991. The
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comparable rate when military personnel are ex-
cluded was 6.5 percent.

In February 1991, Germany reported 6.2 percent
unemployment, Canada reported 10.2 percent, and
the United Kingdom reported 7.0 percent. In January
1991, Japan reported 2.0 percent unemployment, Ita-
ly reported 9.6 percent, and France reporied 9.1 per-
cent. (For foreign unemployment rates adjusted to
U.S. statistical concepts, see the tables at the end of
this issue.)

Forecasts

Table 1 shows macroeconomic projections for the
U.S. economy for 1991, by four major forecasters,
and the simple average of thesc forecasts. Forecasts
of all the economic indicators, except unemployment,
are presented as percentage changes over the preced-
ing quarter, on an annualized basis. The forecasts of
the unemployment rate are averages for the quarter.
The average forecasts point to a sluggish growth in
nominal GNP and negative growth in real GNP in
the first quarter of 1991 followed by a modest recov-
ery in the remainder of 1991, There are many possi-
ble reasons for the expected slow U.S. recovery in
1991: the lackluster performance of U.S. exports
because of the general slowdown in the world econo-
my and the less expansionary fiscal positions adopted
by other industrial countries; the flattening of con-
sumer spending, particularly on durable goods, as a
result of the sharp increases in prices; the increase in
excise taxes introduced in the new budget plan, and
the high level of consumer indebtedness; and the
expected sharp decline in investment spending be-
cause of pessimistic business expectations and the
reduction in available credit as a result of the S & L
crisis. However, housing could be one bright spot on
the economic horizon should the 7.9 percent increase
in home sales in February 1991 after several months
of decline continue accelerating the economic recov-
ery by the middle of the year. The average of the
forecasts predicts an increase in the unemployment
rate in most of 1991. Inflation  (measured by the
GNP deflator index) is expected to dip in the re-
mainder of 1991, after rising slightly in the first
quarter.

U.S. TRADE DEVELOPMENTS

The U.S. merchandise trade deficit widened in
January 1991 due to the accelerated increase in im-
ports over the increase in exports of industrial com-
modities. Seasonally adjusted U.S. merchandise trade
in billions of dollars as reported by the U.S. Depart-
ment of Commerce is shown in the tabulation on the
bottom of the next page.
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Table 1
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Projected quarterly percentage changes of selected U.S. economic indicators, 1990-91
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Date of forecasts, March 1991.

Note.—Except for the unemployment rate, percentage changes in the forecast represent compounded annual rates of change from

preceding period. Quarterly data are seasonally adjusted.

Source: Compiled from data provided by The Conference Board. Used with permission.

When oil is excluded, the January 1991 merchan-
dise trade deficit increased by 14.8 percent from De-
cember 1990. When oil is included, the seasonally
adjusted U.S. merchandise trade deficit in current
dollars increased by 11.1 percent in January 1991 to
$7.0 billion from $6.3 billion in December 1990,
However, the January 1991 deficit was 16.7 percent
lower than the $8.4 billion average monthly deficit
registered during the previous 12-month period, and
31.4 percent lower than the $10.2 billion deficit reg-
istered in January 1990,

In Januvary 1991, both imports and exports in-
creased, However, imports increased considerably
faster than exports. Including oil, seasonally adjusted
exports in current dollars increased by $1.2 billion in
January to $34.5 billion, or by 3.6 percent, while
imports increased by $1.9 billion to $41.5 billion, or
by 4.8 percent. Excluding oil, U.S. imports increased
by $1.6 billion to $37.6 billion in January 1991 from

December 1990. The U.S. oil import bill climbed to
$3.9 billion in January 1991 from December 1990.

The U.S. merchandise trade surplus in advanced
technology products rose to $3.3 billion in January
1991 from $3.0 billion in December 1990. (Ad-
vanced technology products as defined by the U.S.
Department of Commerce include about 500 products
from recognized high-technology fields—for exam-
ple, biotechnology—out of a universe of some
22,000 commodity classification codes.)

Nominal export changes in January 1991 for speci-
fied major exporting sectors are shown in table 2.
The January 1991 data show monthly increases in
U.S. exports of vehicle parts, iron and steel mill
products, organic chemicals, electrical machinery, air-
planc parts, and textile yarns, fabrics, and articles.
Exports of airplanes, "automatic data processing
equipment and office machinery, inorganic chemicals,
and “other manufactured goods” declined.

Exports imports Trade balance
Dec. 90 Jan. 91 Dec. 90 Jan. 91 Dec. 90 Jan. 91
Current dollars
Includingoil ................. ... ..., 33.3 - 345 39.6 415 -6.3 -7.0
Excludingoil ........... ... ool 33.3 345 36.0 37.6 -2.7 3.1
1987dollars ........ .ol 30.7 31.7 348 36.8 4.1 5.1
Three-month-movingaverage .............. 34.2 340 42.9 414 -8.7 -7.4
Advanced technology products
(not seasonally adjusted) ................ 8.5 7.6 5.4 4.4 3.0 3.3
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Table 2
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Nominal U.S. exports, not seasonally adjusted, of specified sectors, January 1991.

Exports Change Share of total
Jan. 1991
over

Sector Jan. 1991 Dec. 1990 Jan. 1991

Billion dollars Percent
Manufactures:

ADP equipment & office machinery ......... 2.06 -11.9 6.2
Airplanes . ......... ... i 1.50 -219 45
Airplaneparts ............ oo i, 0.87 5.1 2.6
Electricalmachinery ..................... 2.36 6.0 71
General industrial machinery .............. 1.26 -0.1 38
Iron and steei mill products . .............. 0.34 8.6 1.0
Inorganicchemicals ..................... 0.29 -9.1 0.9
Organicchemicals ...................... 0.97 6.5 29
Power-generating machinery .. ............ 1.32 0.8 3.9
Scientificinstruments .................... 1.03 -3.1 3.1
Specialized industrial machinery ........... 1.27 1.0 38
Telecommunications .. ................... 0.76 -0.1 23
Textile yarns, fabrics andarticles ........... 0.41 4.9 1.2
Vehicleparts . .................coiviann 1.02 12.2 3.1
Other manufacturedgoods? ............... 1.94 -24.5 58
Manufactured exports notincludedabove .... 7.85 14.6 23.5
Totalmanufactures . ....................... 26.23 0.1 75.7
Agriculture .. ...... .. ... e 3.16 1.5 9.5
Otherexports ..o 4.93 7.4 14.8
Totalexports .............oovvvvunnnnn 33.33 1.2 100.0

1 This is an official U.S. Department of Commerce'oommodity grouping.

Note: Detail lines may not add to totals because of rounding.

Source: U.S. Department of Commerce News (FT 900), January 1991.

The Commerce Department also reported that the
U.S. agricultural trade surplus declined to $1.2 bil-
lion in January 1991 from $14 billion in December
1990.

U.S. bilateral trade balances on a monthly and
year-to—date basis with major trading partners are
shown in table 3. The United States experienced
improvements in bilateral merchandise trade balances
in January 1991 with Canada, the EC, the Federal

Republic of Germany, the newly industrializing coun-
ties (NICs), and the U.S.S.R. The U.S. deficit with
the NICs declined by $210 million from the previous
month and the deficit with Canada declined by $480
million. The U.S. surplus with the EC rose by $50
million, to $1.34 billion, and the surplus with the
U.S.S.R. rose by $120 million to $150 million. In
contrast, the deficit with the Organization of Petro-
leum Exporting Counties (OPEC) and with China
climbed by $160 million each.

Table 3
U.S. merchandise trade deficits (-) or surpluses (+), in billions of dollars, not seasonally adjusted, with specified areas.
January— January-
Area January December January December December
and country 1991 1990 1990 1990 1989
dJapan . ... e -3.46 -3.44 -2.86 —41.07 —49.06
Canada ........c.iiiiii i -0.44 -0.92 ~0.63 -7.51 -9.14
Fed. RepublicofGermany ................. -0.42 -0.49 -0.76 -944 -8.01
EC . e +1.34 +1.29 -0.06 +6.13 +1.13
WesternEurope ............ ... ..., +1.10 +1.60 -0.32 +4.05 -1.64
NICS .. e -0.99 -1.20 -2.156 -19.75 -24.34
+0.156 +0.03 +0.30 +2.02 +3.57
-0.91 -0.75 -0.84 -10.42 -6.23
-2.02 -1.86 -2.60 -24.34 -17.41
-7.00 -6.30 -9.81 ~-101.00 -108.40

Note.—NiCs include Singapore, Hong Kong, Taiwan, and the Republic of Korea.

Source: U.S. Department of Commerce News (FT-800), February 1991,
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INTERNATIONAL TRADE
DEVELOPMENTS

United States asks Dispute-Settlement
Panel to Examine
German Exchange Rate Guarantee
Scheme for Airbus

On February 14, the United States requested a
dispute-settiement panel under the GATT Subsidies
Code to examine the German exchange rate subsidy
scheme, one issue in the longstanding U.S.-EC
dispute over subsidization of Airbus Industrie. Airbus
is a European aircraft-manufacturing consortium that
competes directly with two major U.S. firms, Boeing
and McDonnell Douglas. Negotiations to settle the
Airbus dispute appeared to make progress throughout
1990, but broke down early this year when EC
officials rejected the most recent U.S. proposal.

Airbus Industrie is a public/private corporation co-
owned by Aerospatiale of France, Deutsche Airbus
of the Federal Republic of Germany, British Aero-
space, and Construcciones Aeronauticas (CASA) of
Spain. Spain owns less than 5 percent of Airbus. The
U.S. administration charges that government subsi-
dies to Airbus builders and other unfair trade activi-
ties, including political and economic incentives to
potential customers of Airbus, are inconsistent with
the Agreement on Trade in Civil Aircraft, one of the
Tokyo Round codes.

The U.S. Government also opposes an exchange
rate guarantec scheme devised by the German Gov-
emnment in the context of privatizing Messerschmitt-
Bolkow-Blohm (MBB) and its wholly owned
subsidiary, Deutsche Airbus. Efforts to privatize
MBB through a Daimler-Benz-MBB merger were
made conditional on the German Government’s abil-
ity to cover the financial risks of current and future
Airbus projects. One element of the financial rescue
plan was the Govermnment-financed exchange rate
guarantee scheme, which covers Airbus sales until
the year 2000. The German Government uses this
mechanism to offset adverse exchange rate fluctua-
tions between the German mark, in which production
costs are incurred, and the U.S. dollar, the currency
of the civil aviation market. The U.S. Government
alleges that in 1990, the German Government distrib-
uted 390 million Deutschemarks under the guarantee
scheme to Daimler-Benz, both to Deutsche Airbus
and to aircraft component suppliers. Furthermore,
U.S. officials claim that the scheme undercuts the
international balance-of-payments adjustment process.
The United States has questioned the consistency of
the practice with the GATT Subsidies Code.

Although U.S. producers continue to benefit from
strong worldwide demand for aircraft, the U.S.
Government and industry oppose Airbus support that
places U.S. firms at a disadvantage. Unlike their
European competitors, U.S. producers must bear the
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full market risks for new aircraft development and
production, the United States maintains, thereby
limiting their profit margins and ability to invest in
new technologies for future competition. EC officials
counter that U.S. firms benefit from military
contracts, which act as indirect subsidies.

In September 1990, the Department of Commerce
released a study concluding that past, present, and
future Airbus programs are unlikely to be “commer-
cially viable”. The report—An Economic and Finan-
cial Review of Airbus Industrie—also claimed that
Airbus member companies have received or are com-
mitted to receive about $13.5 billion in direct gov-
ernment support. According to the report, the U.S.
market share of orders for large commercial aircraft
has decreased from 87 percent in 1980 to about 64
percent in 1989, while Airbus’ market share has
grown from about 7 percent in 1980 to 27 percent in
1989. U.S. officials are concerned that the sales suc-
cess of the Airbus program could lead the EC to
form other similar heavily subsidized consortia that
could disadvantage certain U.S. high-technology in-
dustries.

Bilateral negotiations to resolve the Airbus issue
reopened in 1990 following a breakdown of negoti-
ations in mid-1989. Both the EC and the United
States presented new proposals during the spring of
1990. The EC agreed to prohibit production subsidies
and limit development subsidies on aircraft over 100
seats. However, disagreement continued over the per-
missible level of development subsidies and the time-

-frame for implementation of any agreement.

As a result, the United States threatened to file a
complaint under the GATT Subsidies Code over the
German Government’s exchange rate subsidy plan if
the overall Airbus issue were not resolved by July
31. U.S. officials postponed the deadline until Sep-
tember 30. Then postponed it indefinitely when
broader progress on Airbus negotiations emerged.
Consultations continued through the end of the year,
but disagreements remained over the size of the cut
in development supports, the terms and conditions
under which Government support is repaid, transpar-
ency requirements, the size of the aircraft covered by
the agreement, and the GATT-consistency of the
Gemman exchange rate guarantee scheme. An EC of-
fer to cut development supports from over 70 percent
to 45 percent of development costs was rejected by
the United States. Negotiations finally collapsed in
early 1991 after the EC rejected a U.S. offer that
included a proposal to limit development subsidies to
25 percent of development costs.

Because attempts to resolve the dispute over the
German exchange rate scheme in the context of an
overall settlement were unsuccessful, the United
States requested a GATT panel to determine whether
the German mechanism violates the Subsidies Code.
USTR Carla Hills claims that “the German program
is wholly inconsistent with GATT Subsidies Code
obligations specifically prohibiting such export subsi-
dies.” The Subsidies Code Committee has since
agreed to set up a dispute-settiement panel, despite
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EC insistence that the GATT Civil Aircraft Code
Committee should hear the dispute instead. The U.S.
administration has indicated that it is also reviewing
the possible responses to other Airbus subsidies.

Liberalizing Trade in Latin America and
the Caribbean: An Update

Latin American and Caribbean nations have at-
tempted to reduce barriers to intraregional trade since
the 1960s. For the most part, these efforts achieved
only limited or temporary success. Economic dispari-
ties among these countries fostered a lack of per-
ceived common interests in reducing trade barriers.
Most countries feared that competitive imports would
harm their domestic industries. The region’s former
military regimes also used protectionist policies to
tighten their control over the local economy. Stag-
nant or declining intraregional trade also diminished
the importance of liberalization,

In a sharp break with the past, in 1990 most Latin
American and Caribbean countries began showing
renewed interest in opening up their economies to
foreign trade and in pursuing regional approaches to
their common economic problems. Inspired perhaps
by the EC’s 1992 program, the delayed conclusion of
the GATT Uruguay Round, and the U.S.-proposed
Enterprise for the Americas Initiative! and Andean
Trade Preference Act,2 most Latin American and Ca-
ribbean countries are currently engaged in some level
of planning for or implementation of regional trade
liberalization.

The Caribbean

The primary goal of the Caribbean Community
(CARICOM)3 is to create a common market among
the Caribbean basin’s English-speaking countries.
The key policy instruments CARICOM envisions as
leading to the common market are a common exter-
nal tariff and common rules of origin. Headway in
attaining these goals, however, has been impeded by
economic difficulties facing member countries, de-
clining intraregional trade, and trade disputes among
members. CARICOM was ineffectual for years fol-
lowing the 1973 oil price shock as members erected
trade barriers to avoid importing inflation. More re-

1 The Enterprise for the Americas Initiative (EAI), first proposed
by President Bush on June 27, 1990, is a program to promote economic
cooperation with Latin American nations in the areas of trade, invest-
ment, and debt relief, Congress enacted a part of the EAI's debt relief
mechanism in late 1990. Currently Congress is considering new legis-
lation to activate the remainder of the program.

2 President Bush first proposed the Andean Trade Preference Act
onJuly 23, 1990. Modeled on the Caribbean Basin Economic Recovery
Act, this program would enact a 10-year, one-way tariff preference
arrangement for duty-free entry for selecied impons from Bolivia,
Colombia, Ecuador, and Peru. Congress did not have time to act on the
proposal during 1990, and similar legislation, the Andean Trade
Initiative Act, was submitted to Congress in early 1991,

3 CARICOM was created in 1973 as a replacement for the
Caribbean Free Trade Association. CARICOM’s 13 members include
the English-speaking Caribbean basin nations: Antigua and Barbuda,
The Bahamas, Barbados, Belize, Dominica, Grenada, Guyana,
Jamaica, Montserrat, St. Kitts-Nevis, St. Lucia, St. Vincent and the
Grenadines, and Trinidad and Tobago.
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cently, the organization has failed to meet its own dead-
lines in areas such as the elimination of passport require-
ments for CARICOM nationals (targeted for December
1990) and allowing the free movement of skilled and pro-
{eésgsf)mal workers within the region (targeted for January

In 1989, CARICOM agreed to begin phasing in a
common external tariff and common rules of origin
for a 1993 deadline. At its 1990 summit meeting,
members outlined a new schedule for phasing-in the
common external tariff, beginning in January 1991
and later postponed to March 1991 (deadline
missed), with completion targeted for January 1994.
The 1990 summit also targeted July 1991 for the
“removal of remaining trade barriers.”

CARICOM officials have stated that the creation
of a regional stock market is an important step to-
wards the creation of a common market. Barbados,
Jamaica, and Trinidad and Tobago (the only mem-
bers with stock exchanges) began mutual stock cross-
listings in January 1991, and plan to allow trading in
these stocks later in the year.

The seven members of the Organization of Eastern
Caribbean States* are pursuing a regional integration
plan and are undertaking subregional implementation
of CARICOM’s common external tariff ahead of
schedule. During a summit meeting in early 1991,
members agreed to pursue an exportled industrializa-
tion strategy. As a part of this strategy, members
plan to implement a phased removal of quantitative
restrictions on all intraregional imports.

Central America

The Central American Common Market (CACM)®
was created in 1961 to liberalize intraregional trade
and to establish both a regional free trade area and a
customs union. CACM achieved early success in im-
plementing duty-free trade among its members (by
1969, nearly 95 percent of the customs items traded
among CACM members had been granted duty-free
trade status). But the organization virtually collapsed
in the 1970s because of trade disputes rooted in po-
litical and ideological differences among members.

In June 1990, CACM members renewed their ef-
forts to implement a regional free trade agreement by
drafting a plan targeting the elimination of all protec-
tionist barriers by 1992. In December 1990, they
began drafting a framework agreement for the estab-
lishment of a regional common market.

4 Members, who also are CARICOM members, are Antigua and
Barbuda, Dominica, Grenada, Montserrat, St. Lucia, St. Kitts-Nevis,
St. Vincent and the Grenadines.

5 Members included Costa Rica, El Salvador, Guatemala,
Honduras, and Nicaragua.

6 The most serious trade dispute erupted as a result of the 1969 war
between El Salvador and Honduras. Demanding special relief mea-
sures forits war-ravaged economy, Honduras withdrew from the group
in December 1970. Honduras ceased trade with El Salvador and re-
tmed to bilateral treaties and import duties on trade with other CACM
members. In a subsequent trade dispute, Costa Rica was expelled in
1972. Progress towards a Central American peace plan led to a new re-
gional taniff and customns agreement in January 1986.
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In January 1991, Mexico, Costa Rica, El Salvador,
Guatemala, Honduras, and Nicaragua held a regional
trade summit. The six countries signed an agreement
to put bilateral free-trade accords between Mexico and
each of the other countries in place by 1996. In October
1990, Mexico signed an understanding with Chile aimed
towards the creation of a Mexican-Chilean free trade area
within 5 years.

South America

The Latin American Integration Association (LAIA)
was founded in 1980 to reduce tariffs on trade among its
members.® The LAIA announced new tariff reductions
and trade liberalization measures in 1990, These mea-
sures, effective August 1, provided (1) a 100 percent re-
duction on preferential tariffs by Argentina, Brazil, and
Mexico, the most developed members, on imports from
other LATIA members; (2) tariff reductions of as much as
50 percent by other LAIA countries; and (3) the elimina-
tion of nontariff restrictions on items on the regional pref-
erence list,

The Andean Group,® which operates within the LAIA
framework, already has freed 3,000 items from tariffs for
mtrareglonal trade. While a common external tariff, one
of the group’s primary goals, has not been implemented,
nearly 75 percent of officially registered intraregional
trade is dutyfree. Intraregional trade, however, is a small
proportion of members’ total trade. The problem of arel-
atively small internal market is exacerbated by the re-
gion’s large volume of unrecorded trade in contraband
(including food crops, consumer goods, raw materials,
and illicit drugs). The thriving contraband trade is fos-
tered in part by weak legal infrastructures, differing rates
of inflation and taxation, and varying levels of subsidies
among the Andean countries.

Atthe Andean Group’s December 1989 summit, mem-
bers targeted 1995 for the establishment of a free trade
zone and 1997 for acommon market. At their November
1990 summit, members agreed to accelerate these dead-
lines, w1th a free-trade zone scheduled to be in place by
1?9% " z}nd acommon external tariff targeted for the end
of 1

On July 6, 1990, the Presidents of Argentina and
Brazil signed the “Act of Buenos Aires,” an agree-

7 Also known by its Spanish acronym, ALADL With 11 members,
the LAIA is the largest regional economic association group in Latin
America. Members are Argentina, Bolivia, Brazil, Chile, golombxa,
Ecuador, Mexico, Paraguay, Peru, Uruguay, and Venezuela.

8 The LAIA replaced the Latin American Free Trade Association
(LAFTA), an organization created in 1960, LAFTA’s mandate had been
1o remove trade restrictions among signatories through multilateral tar-
iff reductions. The timetable for doing so fell seriously behind sched-
ule, however, largely because the organization had few mechanisms
providing for the large disparities among the member countries’ econo-
mies,

9'The Andean Group's original members were Bolivia, Colombia,
Chile, Ecuador, and Peru. These countries feared that the larger LAFTA
countries (Argentina, Brazil, and Mexico) would reap all of the benefits
of that organization, Discussions about an Andean common market
date 10 1967, although the agreement creating the group was not signed
until 1969. Venezuela joined the group in 1973. Chile withdrew in 1977
to pursue an independent course in its economic policies.

10 Ecuador, pleading that its industries will not be able to compete
by the time of these revised deadlines, will abide by the original dates
setin 1989,

11 Bolivia is to adopt the common extemnal tariff in 1995.
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mentto accelerate economic integration between the two
countries.!2 They advanced the date for the establishment
of a bilateral common market to the end of 1994, creating
a bilateral working group to coordinate macroeconomic
policy until then. The 2 presidents signed 20 sectoral
agreements, including one for the mutual reduction of tar-
iffsand export duties on a list of 350 manufactured goods.
The two countries also agreed to implement a prior agree-
ment on the automobile industry. Some 170 new products
were added to the list of foodstuffs which qualify for du-
ty-free bilateral trade, taking the total to nearly 500 items.

Interest in creating a regional common market for
South America’s southern cone (Argentina, Brazil,
Paraguay, and Uruguay) intensified in 1990. Para-
guay and Uruguay, whose small economies are close-
ly linked to the economies of their larger neighbors,
sought formal inclusion into the Argentina-Brazil bi-
lateral agreement. The four countries initiated talks
in late 1990 and reportedly drafted, but did not
31gn , a treaty to create a common market. Accord-
ing to press reports, the treaty targets 1995 for the
establishment of tariff-free intraregional trade. Al-
though they did not sign a regional trade accord,
Argentina, Brazil, Paraguay, and Uruguay entered
into multilateral negotiations with the United States
in late 1990 for a regional EAI framework agree-
ment.

In December 1989, the Rio Group!4 ministers
agreed to eliminate nontariff barriers to reciprocal
trade and to work to improve the regional tariff pref-
erence system by both reducing the number of goods
excluded from it and lowering tariffs. During 1990,
the group held negotiations to this end, but implem-
ented no new programs.

Colombia, Venezuela, and Mexico, Latin Ameri-
ca’s largest oil exporters, are currently discussing the
feasibility of establishing a three-nation free trade
area. According to press reports, the three countries
expect to sign an agreement on trade and investment
by mid-1991 with an agreement on trilateral trade
liberalization between then and the end of 1993,

United States-Canada Free-Trade
Agreement: After 2 Years, How Does It
Shape Up?

The United States-Canada Free-Trade Agreement
(FTA) came into operation just over two year ago,
entering into force on January 1, 1989, It is not
surprising, given the President’s request to pursue a

12 Argentina and Brazil signed their first bilateral economic inte-
gration agreement in 1986. This agreement, signed within the frame-
work of the LAIA, entailed the signature of prolocols covering trade in
specific items such as food crops, capital goods, and autormnobiles, and
Eroxlr;x;gd to lead to the establishment of a binational common market

y
13 Discussions continued into 1991.

14 Rio Group members are Argentina, Brazil, Colombia, Mexico,
Peru, Uruguay, and Venezuela. Known originally as the Group of
Eight, including Pa.nsma (the eight Central and South American de-
mocracies), the group's goals are to promote regional solutions 1o polit-
ical and economic problems. Panama was expelled from the Group of
Eight in 1988, prompting the name change to Rio Group.
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trilateral FTA with Canada and Mexico and the great deal
of interest in the pact north of the border, that indicators of
the impact of the agreement are being sought out. Several
recent reports suggest that many of the tariff and legal
portions of the agreement are working well, The econom-
icimpact of the agreement is, the reports suggest, difficult
to quantify, but probably less than anticipated even in
Canada, where labor has blamed the pact for significant
job losses.

Most experts agree that 2 year’s time is too short
to provide a definitive readout of the FTA’s effects.
Although duties on some items were eliminated as
soon as the FTA went into force, most of the tariff
reductions resulting from the pact are to be spread
out over a 10-year period, with small decreases tak-
ing place each year. Thus, the effects of these annual
duty reductions are not likely to be dramatic. Nor are
they going to be felt immediately.

Other changes instituted under the FTA may be
more significant than duty reductions. Liberalization
of rules governing trade in services, investment, etc.
may have a more profound effect on future trade
flows. The current recession in Canada has further
muddied the waters insofar as attempts to isolate the
effects of the FTA are concerned. Plant closings and
labor cutbacks are often attributed to either the eco-
nomic slowdown or the FTA, depending on the polit-
ical position of the person making the argument.

Two Canadian analyses of the FTA have appeared
recently and each assesses the pact after nearly 2
years of operation. The Royal Bank of Canada study
(“Free Trade Agreement: Second-year Review,” Eco-
noscope, vol. 15, No. 1, February 1991) asserts that
any assessment of the effect of the FTA is made
more difficult by the onset of recession in Canada
and that the recession is made worse by high real
interest rates and a high exchange rate, both of
which are the result of Canada’s deficit problem.
Despite these factors, the study found that for the
industries in Canada experiencing difficulty, “the
FTA has not been a major contributor to those prob-
lems.” The report addresses the issue of plant clos-
ings: “There is no clear proof as yet that Canada is,
on balance, losing manufacturing jobs and investment
because of free trade.” The review found that while
the FTA dispute settlement process had contributed
to a “more orderly review of trade disputes”, the
GATT system had failed to improve dispute proced-
ings, and that there is room for more improvement
on antidumping (AD) and countervailing duty (CVD)
rules, both under the FTA and in the GATT.

The second Canadian assessment (“Year Two of
the Canada-U.S. Free Trade Agreement—Making It
Work,” Strategico, Inc., Ottawa, December 1990)
was provided by a private company. The report finds
that, given the increasingly intense environment of
international competition, the breakdown or stalemate
in the Uruguay Round talks, and the entry of Mexico
into the free trade arena with the United States, the
FTA is “more important than ever.” However, the
- implementation of the pact can be improved upon
and government policies can be put into effect to
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more directly support the free trade initiative, accord-
ing to Strategico. The report hedges on the economic
impact of the FTA, but concludes that a well-
grounded FTA does provide the basis “for a strong
{Canadian] recovery and the development of . . .
increased potential,”

In approving the FTA, Congress required the Pres-
ident to provide it with a biennial report on the
pact’s effectiveness, with the first report due 2 years
after the agreement’s entry into force. That report
was issued by the White House in January 1991 (The
United States-Canada Free-Trade Agreement, Bien-
nial Report, A Report from the President to the Con-
gress Under Section 304(f) of the United
States-Canada Free-Trade Agreement Implementation
Act, January 1991). The President reported that im-
plementation of the FTA had proceeded smoothly
during the first 2 years of the agreement. The num-
ber of disputes that arose during the time period was
“remarkably few,” according to the report, and “those
disputes that did arise generally concemed issues that
predated the FTA and for which the FTA did not
change the substantive trading rules.” The report
cited as “disappointing” the fact that Canada would
not agree to increase the content requirements under
the Auto Pact, even though most members of the
Select Panel on Automotive Trade, established by the
FTA, had recommended such a move. Overall, how-
ever, the report provided an upbeat assessment of the
first 2 years of operation of the bilateral agreement.

One of the successes of the FTA is the program of
accelerated duty reductions that have already taken
place over and above those agreed to in the pact
itself. Already tariffs have been immediately elimi-
nated on over 400 products accounting for some $6
billion in bilateral trade by mutual consent of the
U.S. and Canada Governments in response to peti-
tions from the private sector. The most recent tariff
acceleration package was announced on March 20th,
and it provides for duty reductions on 250 traded
items worth $2 billion. Such accelerated reductions
are one indication of the eagerness with which trad-
ers on both sides of the border wish to take advan-
tage of the FTA,

What does the future hold? There are still several
areas of unfinished business under the agreement.
These include subsidies, government procurement,
agriculture, automobiles, and standards. Since some
of these issues were under discussion multilaterally
in the Uruguay Round when the pact was concluded,
it is unlikely that there will be any bilateral progress
until it is determined what, if any. progress is likely
on the GATT front. Observers on both sides of the
border argue that as more and more companies be-
come “North American,” some of the issues current-
ly seen as “problems” will gradually fade away.

The main concerns about the effects of the FTA
have been about plant closings in Canada. The Stra-
tegico report responds directly to the lists of layoffs
attributed to the FTA and published by the Canadian
Labour Congress (CLC). A recent CLC list, accord-
ing to the Strategico study, included as much as 25
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percent of the layoffs in industries not even covered
by the FTA. Furthermore, the list overlooks what
would be considered “normal” layoffs, Strategico
finds, arguing that “the [CLC] suggestion that the
jobs have emigrated to the U.S. is hard to square
with the substantial layoffs in that country.”

The real future of the bilateral agreement, depends
on the success of the dispute-settlement process that
was established under the accord. Although the vol-
ume of trade involved in disputed cases is slight, the
higher visibility accorded such cases tends to act as a
barometer for U.S.-Canadian trade relations in gener-
al. There are two dispute settlement mechanisms es-
tablished under the FTA. The first, under chapter 18,
is for disputes regarding the interpretation or applica-
tion of provisions of the FTA other than those affect-
ing financial services, AD, and CVD cases. The
second, under chapter 19, is for binational panel re-
view of AD and CVD cases. Both procedures estab-
lish binational panels to resolve the disagreement.

There have been two panels convened in the first
2 years of the FTA under chapter 18, involving Ca-
nadian restrictions affecting salmon and roe herring
and U.S. minimum size requirements for lobsters.
Both of these panels ruled in favor of the United
States.

The AD/CVD dispute settlement process has re-
sulted in 15 cases being filed in the first 2 years of
the FTA, with 10 of those being resolved by yearend
1990. In most cases the panel decisions have been
unanimous. The amount of trade under dispute (i.e.
contested under the FTA dispute-settlement mecha-
nism) is small—less than one-half of 1 percent of
the value of bilateral trade. Most cases under dispute
have involved agricultural commodities. Agriculture
in general and agricultural support programs in par-
ticular are contentious areas in the GATT, so it is not
surprising that the same sector accounts for most of
the work of the binational secretariats established to
oversee the settlement of United States-Canadian
trade disputes. The recent remand surrounding the
pork dispute has heightened interest in the bilateral
dispute settlement process (see IER, March 1991).
The encouraging news, despite the recent spate of
activity, is that the system appears to be working
exactly as it was intended.

A New Bank to Aid Eastern Europe and
the U.S.S.R. Begins Operations

Originally proposed by the French Govemment,
the 41-member European Bank for Reconstruction
and Development (EBRD) opens its doors on April
15th. The primary aim of this new, London-based
international development bank is to serve as a cata-
Iyst for the growth of the private sector and the
improvement of infrastructure in Bulgaria, Czecho-
slovakia, Hungary, Poland, Romania, Yugoslavia, and
the Soviet Union. These seven countries, or as
EBRD officials term them, “eligible nations,” con-
tributed 11.9 percent of the development bank’s
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$11.7 billion initial capital: the six East European
countries subscribed to a total of 5.9 percent, and the
Soviet Union to 6.0 percent of the shares. The 23
European market economies, 9 non-European nations
(including the United States, Australia, Canada, and
Japan), the European Community (EC), and the
European Investment Bank (EIB) subscribed to
another 86.1 percent of the shares.

With 10.0 percent of the shares, the United States
is the largest individual shareholder. However, the
EC countries control 51.0 percent of the Bank’s ini-
tial capital. France, Germany, Italy, and the United
Kingdom each have 8.5 percent of the shares; the
remaining eight EC countries combined have 11.0
percent, and the two institutions, the EC and the
EIB, have 3.0 percent each. With 8.5 percent of the
shares, Japan is EBRD’s second-largest nonregional
subscriber. Management of the Bank is not directly
tied to the amount of an individual country’s sub-
scription. Regardless of the share in the subscribed
capital, each member was allowed to appoint one
Govemnor and one Alternate to the Board of Gover-
nors. This assembly, responsibile for all of EBRD’s
activities, elected Jacques Attali from France as pres-
ident and appointed a 23-member Board of Directors
to run the bank’s daily operations.

The EBRD’s charter specifies that 30 percent of
the member nation’s quota has to be paid in five
equal annual installments and the remaining 70 per-
cent should be on call. The 10 percent U.S. share
translates into a 5-year commitment of $350 million
for paid-in-capital and $817 million available on call.
The one-fifth annual commitment is $70 million for
paid-in-capital and $163.4 million for subscriptions
to callable capital. The first U.S. instaliment of paid-
in capital was authorized by the Foreign Assistance
Appropriation Act for Fiscal Year 1991. According
to EBRD’s spokesman in London, all members paid
their pledged contributions last year.

For the first 5 years, according to EBRD rules, at
least 60 percent of the development bank’s total loan
and equity investments will be in private sector acti-
vities, primarily to help establish new firms or fund
the privatization of existing state-owned enterprises.
Up to 30 percent of the capital base—i.e., half of the
capital directly dedicated to the expansion of the
private sector—may be used for equity participation.
Since EBRD intends to restrict its activities to those
of a development bank, it will neither seek to obtain
a controlling interest in enterprises nor will it assume
direct responsibility for managing those of which it
is a major shareholder. No more than 40 percent of
EBRD’s total loan and equity investments in each
country may be provided to the state sector. Such
state-sector financing would be primarily for improv-
ing economic infrastructure.

EBRD’s charter implies that the development bank
will attempt to allocate its investment assistance in
proportion to the eligible countries’ adherence to
“the principles of multiparty democracy, pluralism,
and market economics.” EBRD rules limit Soviet
borrowing for the first 3 years to the level of the
Soviet Union’s paid-in contributions and assure, upon
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U.S. insistence, that “in no case would U.S. taxpayer
funds be used for Soviet borrowing during this peri-
od.” The charter promises that, by taking a compre-
hensive approach regarding which projects to
finance, EBRD’s capital allocation will help the eli-
gible nations establish and improve market economic
institutions, achieve sustained economic growth, and
improve the quality of their environment, EBRD will
closely coordinate its efforts with the International
Monetary Fund and the World Bank, and although it
is not expected to assist the eligible nations directly
in case of balance-of-payments difficulties, it may
engage in debt financing,

According to a spokesman, the EBRD will operate
on the basis of sound business principles, seeking to
generate adequate income to maintain prudent finan-
cial ratios and risk diversification. In addition to ac-
quiring shares in joint ventures with firms from the
eligible nations, and other interest-earning assets, the

10

April 1991

EBRD intends to augment its capital by borrowing in
various currencies on world capital markets.

Some private analysts, skeptical about the project,
suggest that existing multilateral lending agencies
could have accommodated East European and Soviet
needs without creating yet another development
bank. Moreover, these analysts say, past efforts by
muitilateral lending agencies to make loans to devel-
oping countries contingent upon the privatization of
state assets actually retarded the reform process by
temporarily revitalizing state enterprises. But other
analysts believe that EBRD’s activities will strength-
en the process of economic and political democrati-
zation in the eligible countries, as well ‘as catalyze
European integration. The EBRD is the first interna-
tional organization that includes all the nations of
Europe (with the exception of Albania.) Spokesmen
for U.S. corporations engaged in joint ventures with
East European and Soviet firms have endorsed the
idea of creating this new financial institution.
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Industrial production, by selecied countries and by specified periods, January 1988-December 1990
(Percentage change from previous period, seasonally adjusted at annual rate)

1989 1990
Country 1988 1989 1990 11" / I n v Aug. Sep. Oct. Nov. Dec.
UnitedStates ................ 54 26 1.0 0.2 06 4.3 40 -8.0 0 1.1 -83 -198 -15
Japan . ... 95 6.2 46 29 35 7.7 9.8 7.5 38 -116 44 1 -89 -5.4
Canada .................... 44 23 M -1.9 1.7 1.3 M ") " (" (2 (3 M
Germany ................... 3.2 5.2 5.8 8.4 8.4 0.8 7.3 105 0 -2.0 7. -2. 2.0
UnitedKingdom .............. 3.7 0.3 -0.7 0.2 -0.2 7.3 -12.0 -6.1 -84 -6.4 2.2 -16.4 —44
France ..................... 4.1 3.6 (‘; 1.2 -17 6.0 6.0 1 0 —-18.1 -1.1 -20.9 (
faly ... 6.9 39 (! 0.6 -6.2 1.0 1.2 1 28.7 -10.4 -208 -125 (1;
1 Not available.
Note.——Data presented for Germany includes information only for what was once West Germany. When data for the combined Germanys are available they will be used.
Source: Economic and Energy Indicators, U.S. Central Intelligence Agency, February 22, 1991.
Consumer prices, by selected countries and by specified periods, January 1988-—January 1991
(Percentage change from previous period, seasonally adjusted at annual rate)

1989 1990 1991
Country 1988 1989 1990 v 1 ) m v Sep Oct. Nov. Dec. Jan.
United States ....... 41 4.8 54 4.0 8.1 3.7 6.4 6.9 9.5 7.5 3.7 3.7 "
Japan ............. 0.7 2.3 31 2.6 09 58 16 7.2 11.8 129 -4.3 -3.3 45
Canada ........... 4.0 5.0 4.8 3.9 6.0. 2.7 41 6.9 5.9 10.3 8.3 1.5 M
Germany .......... 13 2.8 2.7 3.0 25 1.7 3.6 45 5.3 84 2.4 0.9 2.4
United Kingdom ... .. 49 7.8 9.5 7.6 8.8 15.7 9.8 6.2 109 7.8 -2.1 41 1
France ............ 2.7 35 34 39 3.1 2.7 4.2 45 7.6 6.0 -0.4 1.3 1
ftaly .............. 5.0 6.6 6.1 5.9 58 55 7.3 6.8 6.5 6.5 6.9 5.6 7.

1 Not available. -

Note.—Data presented for Germany includes information only for what was once West Germany. When data for the combined Germanys are available they will be used.
Source: Economic and Energy Indicators, U.S. Central Intelligence Agency, February 22, 1991,

Unemployment rates, (total labor force basis)! by selected countries and by specified periods, January 1988-January 1991

(Percent)
1989 1990 1991
Country 1988 1989 1990 v 1 ) n v Sep. Oct. Nov. Dec. Jan.
United States ....... 54 5.2 54 5.2 5.2 5.2 55 58 56 56 58 6.0 6.1
Japan ............. 25 23 2.1 22 2.1 2.1 2.1 2.1 23 23 2.1 2.0 @
Canada ........... 7.7 75 8.1 75 75 7.4 8.1 9.1 8.3 8.7 9.0 9.3 9.6
Germany .......... 6.2 5.6 5.1 55 53 52 51 4.8 5.0 49 47 4.7 45
United Kingdom . . ... 8.2 6.4 6.4 58 6.1 6.1 6.2 6.7 6.4 6.5 6.7 7.0 7.2
France ............ 10.1 9.9 9.2 98 9.2 9.2 9.2 9.3 9.3 9.4 9.4 9.3 9.3
aly .............. 78 7.7 6. 75 7.2 6.7 6.7 6.8 ® 6.8 [6) ®) @

1 Seasonally adjusted; rates of foreign countries adjusted to be comparable with U.S. rate.
2 |talian unemployment surveys are conducted only once a quarter, in the first month of the quarter.
3 Not available.

Source: Unemployment Rates in Nine Countries, U.S. Deapartment of Labor, March 1991.
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Money-market interest rates,! by selected countries and by specified periods, January 1988—January 1991
(Percentage, annual rates)

1989 1990 1991

Country 1988 1989 1990 v 1 i m v Aug. Sept.  Oct Nov. Dec. Jan. Feb.
UnitedStates ........... 7.8 9.3 8.3 8.6 8.4 84 8.2 8.1 8.1 8.1 8.1 8.0 .8 72 6.5

apan . ..........ae... 4.4 5.3 ® 5.6 6.2 6.7 6.7 @ 6.9 83 ® ® Q) ) ®
Canada ............... 9.6 12.2 130 124 12.9 13.7 13.1 12.3 13.2 12.6 125 12.4 11.9 3 ®
Germany .............. 43 7.0 85 8.3 8.4 8.4 8.4 8.9 8.3 85 86 89 9.1 A A
United Kingdom ......... 8.9 133 148 152 15.2 15.1 149 138 150 149 139 136 136 138 A
France ................ 79 9.2 10.3 103 110 9.9 10.2 10.1 10.1 103 10.0 10.1 10.0 10.2 3
taly ............ .. ... 1.0 12.7 12.7 133 133 128 11.8 13.0 1.9 113 11.7 13.1 13.3 14.0 ®

190-day certificate of deposit.

2 Not available.
Note.—Data presented for Germany includes information only for what was once West Germany. When data for the combined Germanys are available they will be used.
Source: Federal Reserve Statistical Release, April 2, 1990 Economic and Energy Indicators, Central Intelligence Agency, February 22, 1991, Selected Interest and Exchange Rates,
Board of Govenors Federal Reserve System, March 18, 1991.

Effective exchange rates of the U.S. dollar, unadjusted for Inflation differential, by specified periods, January 1988—February 1991
(Percentage change from previous period)

1989 1990 1991

Item 1988 1989 1990 w 1 i mn v Oct. Nov. Dec. Jan. Feb.
Unadjusted: '

Index! ............ 88.0 91.3 86.5 91.0 89.6 89.7 85.3 81.7 818 81.1 g82.2 82.2 81.1

Percentage

change ......... -85 6.4 -5.3 -1.9 . =4 A -5.1 4.2 -2.8 -8 1.3 0 -1.3

Adjusted:

Index! ............ 87.4 91.8 88.1 91.8 90.8 90.9 86.8 84.1 839 83.4 84.7 849 840

Percentage

change ......... -4.8 6.8 -4.0 -1.1 -1.1 A -4.7 -3.1 -2.0 -5 1.5 2 -1.1

11980-82 average=100. !
Note.—The foreign-currency value of the U.S. dollar is a trade-weighted average in terms of the currencies of 15 other major nations. The inflation-adjusted measure shows the change
in the dollar’s value after adjusting for the inflation rates in the United States and in other nations; thus, a decline in this measure suggests an increase in U.S. price competitiveness.
Source: Morgan Guaranty Trust Co.of New York, March 1991.
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Trade balances, by selected countries and by specified periods, January 1988—-January 1991
(In billions of U.S. dollars, f.0.b. basis, at an annual rate)

1989 1990 _@_1
Country 1988 1989 1990 v I I mn v Sep. Oct. Nov. Dec. Jan.
United States! ......... -118.5 -109.4 -101.0 ~112.9 -101.2 -87.6 -1131 -104.6 -111.9 -131.8 -106.9 -75.3 —83.9
Japan ............. 94.8 77.3 63.5 57.2 65.2 56.8 65.2 66.8 72.0 66.0 66.0 68.4 ()
Canada ........... 8.3 5.8 ) 8 5.6 9.6 12.4 A 15.6 8.4 13.2 [l )
Germany?.............. 728 720 A 65.2 89.6 616 50.8 A 56.4 68.4 8.4 Q) )
United Kingdom .. ... 374 -39.2 -31.2 -276 384 ~35.2 -28.8 -22.8 -18.0 -25.2 -22.8 -19.2 )
France ............ -54 -7.0 -95 -84 -16 -7.6 -15.6 -128 -24.0 -15.6 -1.2 -24.0 &)
ftaly .............. -10.7 -129 -18 -96 -14.0 6.4 -104 168 -132 252 -288 1.2 A

11986, exports, f.a.s. value, adjusted; imports, c.i.f. value, adjusted. Beginning with 1987, figures 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.
2imports, c.i.f value, adjusted.
3 Not available.

Note.—Data presented for Germany includes information only for what was once West Germany. When data for the combined Germanys are available they will be used.

Source: Economic and Energy Indicators, U.S. Central Intelligence Agency, January 25, 1991 and Advance Report on U.S. Merchandise Trade, U.S. Department of Commerce,

March 20, 1991.

U.S. trade balance, by major commodity categories,and by specified periods, January 1988—January 1991
(In billions of dollars)

1989 1990 1991
Country 1988 1989 1990 v / " n v Aug. Sep. Oct. Nov. Dec. Jan.
Commodity categories:
Agriculture ....... 13.9 179 16.3 5.1 49 4.1 33 4.2 12 11 1.2 1.6 14 1.2
Petroleum and se-
lected product— ‘
(unadjusted) .... -38.1 447 -54.6 -11.4 ~14.1 -10.8 -135 - -16.2 -4.3 -5.5 -6.4 -5.4 4.3 -4.5
Manufactured
goods ........... -146.1 -103.2 -90.1 -27.7 -19.4 -19.5 -27.0 -24.3 9.4 -7.3 -10.4 -8.6 -53 -5.8
Selected countries:
Western Europe ... -125 -1.3 40 -6 1.4 29 -8 B -4 .9 -6 -4 1.6 1.1
Canada? ......... 27 -96 75 2.8 -9 -1.3 -2.7 -2.8 -5 -1.2 -13 ~.6 -9 -4
Japan ........... -517 -490 -41.0 -12.2 -96 -9.9 -9.9 -11.7 -38 =341 -4.5 -38 -34 -35
OPEC
(unadjusted) ...... -89 -173 —-24.3 —4.3 -1.8 ~4.3 -6.6 ~71 2.2 -28 2.7 2.5 -19 -2.0
Unit value of U.S.im-
ports of petroleum and
selected products
(unadjusted)® .. ... $18.12 $16.80 $20.34 $17.46 $19.26 $15.59 $19.45 $28.20 $19.11 $23.60 $30.09 $29.56 $25.70 $22.98

1 Exports, f.a.s. value, unadjusted. 1986-88 imports, c.i.f. value, unadjusted; 1989 imports, customs value, unadjusted.
2 Beginning with February 1987, figures include previously undocumented exports to Canada.

3 Beginning with 1988, figures were adjusted to reflect change in U.S. Department of Commerce reporting of imports at customs value, seasonally unadjusted, rather than c.i.f.

value.
Source: Advance Reporton U.S. Merchandise Trade, U.S. Department of Commerce, March 20, 1991,
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