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Summary of U.S. Economic Conditions

Data recently released by the U.S. Department of
Commerce show a substantial increase in economic
activity in the second quarter in spite of some soft
spots in the economy. The increase in the U.S.
industrial output for 6 successive months is an indi-
cation that the manufacturing sector is leading the
recovery, Commerce reported that real GNP de-
creased at a revised rate of 0.5 percent in the second
quarter of 1991, In the first quarter of 1991, real
GNP decreased by 2.8 percent at an annual rate. In
spite of the decline, the second quarter’s revised esti-
mates represent an appreciable pickup in economic
activity over the first quarter annual rate of decline
of 2.8 percent.

Major GNP components showed widespread ad-
vances in the second quarter. Real personal con-
sumption expenditures, the largest GNP component
and a key to economic recovery, increased $18.4
billion (2.8 percent) in the second quarter after a
decline of $9.9 billion (1.5 percent) in the first. Con-
sumer expenditures on durable goods strengthened,
decreasing by only $1.3 billion (1.3 percent) after a
sizable decline of $12.7 billion (1.7 percent) in the
first quarter. Expenditures on nondurable goods in-
creased $6.0 billion (2.7 percent) after a decline of
$4.1 billion (1.8 percent). Investment spending also
advanced. Nonresidential fixed investment declined
at a lower rate, by $2.3 billion (1.8 percent) in the
second quarter in contrast to a large decline of 22.6
billion (16.3 percent) in the first quarter. Spending
on producers’ durable equipment increased by $1.9
billion (2.0 percent) after a decline of $20.0 billion
(18.4 percent) in the first quarter. Moreover, Federal
Government spending increased by $6.9 billion (8.1
percent) compared to a decline of $0.4 billion in the
first quarter. Federal spending on national defense
declined by $6.0 billion (8.7 percent) and nondefense
spending increased by $12.9 billion (79.4 percent).

In the foreign sector, Commerce's revised figures
on U.S. trade show that the U.S. trade deficit feli
15.0 percent in the second quarter of 1991, to its
lowest level in 8 years. The deficit declined to
$15.2 billion in the second quarter from $18.4 billion
in the first quarter. The decline was due to a $3.2
billion increase in nonagricultural exports. Total ex-
ports increased to $104.1 billion while imports in-
creased by only $438 million to $119.7 billion. The
small increase in imports was due to the recession in
the United States and weak demand for imported
goods. The 1991 second quarter deficit with Japan
narrowed by $1.5 billion to $9.5 billion from $11.0
billion in the first quarter. The deficit with Canada
fell to $2.2 billion from $2.5 billion in the first
quarter. ‘The economic recovery in Canada seems
10 have increased the demand for U.S. exports to
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Canada. Canada’s GNP rose in the second quarter of
1991 at annual rate of 4.8 percent after four consecu-
tive quarters of decline. However, the U.S. total
trade deficit increased to $5.9 billion in July 1991
from $3.8 billion in June. (For more details on July
trade figures, see the section on U.S. trade develop-
ments.)

Data for the months of July and August released
by the U.S. Department of Commerce support the
notion that the economic recovery is picking up. For
instance, new orders for manufactured goods, a ma-
jor component of the index of leading economic in-
dicators, advanced by 6.2 percent in July 1991, the
biggest increase since December 1970. The leading
index itself advanced by 1.2 percent for the 6th con-
secutive month. Also, Commerce lowered its esti-
mates of inventories held by U.S. companies;
inventory reportedly declined by 0.3 percent in July
to its lowest level in 2 years which could lead to
more future orders for manufactured products, thus
leading the economic recovery. Total industrial out-
put posted gains at a faster pace for 4 successive
months than previously estimated. Meanwhile, busi-
ness sales increased for the 4th straight month,

The upswing in economic activity is expected,
however, to be mild compared with past periods of
strong expansion. To increase the pace of the eco-
nomic recovery, the Federal Reserve lowered the dis-
count rate by one-half percentage point to 5.0
percent and cut the Federal funds rate to 5.25 per-
cent. The slowdown in inflation and the weakness
in consumer spending illustrated by the decline in
retail sales in August 1991 by 0.7 percent prompted
the Federal Reserve’s action. Lower interest rates
are expected to encourage consumers and businesses
to spend more. However, spending increases could
be constrained by the high level of consumer and
business indebtedness and the reluctance of banks to
expand their lending.

Nevertheless, according to the most recent eco-
nomic projections by the Federal Reserve for 1991
and 1992, a sound economic expansion accompanied
by declining inflation and slightly declining unem-
ployment is expected. Real GNP is expected to
grow by 0.75 to 1.0 percent for 1991 as a whole and
by 2.25 to 3.0 percent for 1992, A major factor
contributing to the economic turmaround is the low
level of business inventories. With inventories at
such low levels, any increase in aggregate final de-
mand is expected to considerably boost domestic
production. Because the projected increase in do-
mestic output will mainly reflect gains in the produc-
tivity of workers the Federal Reserve does not expect
civilian employment to increase. The civilian jobless
rate is expected to range from 6.75 to 7.0 percent in
the remainder of 1991 and 6.25 to 6.5 percent in
1992. According to the Federal Reserve forecast,
tight credit, the limited demand for new construction
due to the overhang of vacant office space, restric-
tive fiscal policy, and the slow increase in consumer
spending due to household debt burdens will contin-
ue to constrain the recovery.
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Economic Growth

The annualized rate of real economic growth in
the United States declined in the second quarter of
1991 by 0.5 percent. In the first quarter of 1991,
the annualized rate of real economic growth declined
by 2.8 percent rate. In the fourth quarter of 1990,
the annualized rate of real growth declined by 1.6
percent. The annualized rate of real growth increased
by 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 all of 1990 was 0.9
percent.

The annualized rate of real economic growth in
the second quarter of 1991 was -3.8 percent in the
United Kingdom, -2.4 percent in Germany, 3.2 per-
- cent in France and 4.9 percent in Canada. The annu-
alized rate of real economic growth in the first
quarter of 1991 was 11.2 percent in Japan and 1.4
percent in Italy.

Industrial Production

Seasonally adjusted U.S. industrial production in-
creased by 0.3 percent in August after revised gains
of 0.6 percent in July and 0.8 percent in June 1991,
The August 1991 increase resulted from a significant
increase in the output of consumer goods other than
motor vehicles, durable materials, and construction
supplies and materials. The production of motor
vehicles fell 9.3 percent in August 1991 after sharp
increases for 5 successive months. U.S. industrial
production increased at an annual rate of 1.7 percent
in the second quarter of 1991 after falling sharply in
the two preceding quarters. The August 1991 index
was 2.0 percent lower than it was in August 1990.
Capacity utilization in manufacturing, mining, and
utilities increased in August 1991 by 0.1 percentage
point to 80.0 percent.

Other major industrial countries reported the fol-
lowing annual growth rates of industrial production:
for the year ending July 1991, Germany reported an
increase of 3.8 percent, and Japan reported an in-
crease of 2.4 percent; for the year ending June 1991,
Italy reported a decline of 0.9 percent, France re-
ported an increase of 0.2 percent, the United King-
dom reported a decrease of 5.6 percent, and Canada
reported a decrease of 4.5 percent,

Prices

The seasonally adjusted U.S. Consumer Price In-
dex rose by 0.2 percent in August 1991. The con-
sumer price index rose by 3.8 percent during the 12
months ending August 1991,

During the 1-year period ending August 1991,
consumer prices increased 4.1 percent in Germany
and 6.3 percent in Italy. During the l-year period
ending July 1991, consumer prices increased by 5.5
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percent in the United Kingdom, 3.4 percent in
France, 6.0 percent in Canada and 3.5 percent in
Japan,

Employment

The seasonally adjusted rate of unemployment in
the United States remained unchanged at 6.8 percent
in August from July 1991. The unemployment rate
was 7.0 percent in June and 6.9 percent in May
1991.

In August 1991, Germany reported 6.4 percent
unemployment and Canada reported 10.6 percent. In
July 1991, France reported 9.5 percent; the United
Kingdom reported 8.3 percent; Japan reported 2.2
percent and Italy reported 9.9 percent unemployment,
(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 July 1991 to June 1992, by four
major forecasters, 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 unemployment rate are
averages for the quarter.

The average forecasts point to a moderate re-
bound in nominal and real GNP growth for the re-
mainder of 1991 and the first half of 1992. There
are many possible reasons for the moderation of the
recovery in 1991 and 1992: the general slowdown
in the world economy, particularly in the industrial-
ized countries; the sluggish rise in consumer spend-
ing, particularly consumer spending on durable
goods, because of high consumer debt; and the ex-
pected low level of investment because of reduced
business expectations and the reduction in available
credit caused by the Savings and Loan crisis. How-
ever, several dynamics appear to be working in favor
of stronger growth in the second half of 1992. The
decline in interest and inflation rates in most of 1991
may encourage a stronger rise in consumer and busi-
ness spending in 1992. An expected surge in export
growth as a result of the anticipated improvement in
industrial countries’ economic conditions should also
increase foreign demand for U.S. exports in 1992,
Moreover, the low level of inventories now held by
businesses could prompt a strong buildup of business
inventories once a recovery starts, The average of
the forecasts predicts a slight decline in the unem-
ployment rate in the second and third quarters of
1991 and a larger decline afterwards. Inflation
(measured by the GNP deflator) is expected to dip in
the remainder of 1991 and rise slightly in the first
half of 1992,
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Table 1
Projected quarterly percentage changes of selected U.S. economic indicators, July 1991-June 92
UCLA
Business Merrill Mean
Fore- Lynch Data Wharton of4
casting apital Resources E.FA. fore-
Quarter Project Markets Inc. Inc. casts
GNP Current Dollars
1991
July-September ........... 4.0 7.3 5.7 8.9 6.5
October-December ........ 5.9 7.0 5.2 6.7 6.2
1992
January-March ............ 7.5 6.9 6.8 6.9 7.0
Aprilkune . ........... ..., 7.1 6.5 6.1 6.7 6.6
GNP Constant (1982) dollars
1991
July-September ........... 20 3.7 3.4 2.6 2.9
] g(g)gtober-Dacember ........ 3.6 34 2.6 4.4 3.5
January-March ............ 4.6 2.9 3.0 3.8 3.6
Aprildune ........ .. ..., 4.2 2.6 3. 4.2 3.8
GNP deflator index
1991
July-September ........... 2.0 35 2.2 0.3 2.0
(g)gtober-December ........ 2.2 3.4 2.6 2.2 2.6
19
January-March . ........... 2.8 3.9 2.9 2.9 3.1
AprilJune ................ 2.8 3.8 2.7 24 2.9
Unemployment, average rate
1991
July-September ........... 6.9 6.9 6.8 6.8 6.9
October-December ........ 6.7 6.9 6.8 6.9 6.8
1992
January-March ............ 6.4 6.8 6.6 6.8 6.6
Aprildune . ............... 6. 6. 6.4 6. 6.5

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. Date of forecasts: September 1991,

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

Direct Foreign Investment
in the United States

Direct foreign investment creates employment and
increases the transfer of capital and technology to
host countries. But it can also reverse capital and
technology transfers and increase foreign influence in
domestic affairs, Table 2 shows selected data on
nonbank U.S. affiliates in 1989. (A U.S. affiliate is
a business firm in the United States in which for-
eigners own 10 percent or more of assets.) The
estimated book value of total assets of U.S. affiliates
increased in 1989 by $201 billion or 17.0 percent to
$1,402 billion after increasing by 27.0 percent in
1988. The largest investments of U.S. affiliates were
made in services followed by investments in man-
ufactures. The largest investments in services were
made in finance except banking, insurance and
wholesale trade. The largest investments in man-
ufactures were made in chemicals, petroleum and

machinery. Sales by U.S. affiliates increased $154
billion or 17.0 percent to $1,041 billion, after a 19.0
percent increase in 1988, Net income declined by
0.2 billion or 2.0 percent to $11.8 billion after a 54.0
percent increase in 1988. U.S. affiliates exports in-
creased $15.0 billion in 1989 or 21.0 percent to
$84.0 billion after a 45.0 percent increase in 1988,
U.S. merchandise imports shipped to affiliates in-
creased $1.4 billion or 9.0 percent to $170 billion
after an 8.0 percent increase in 1988. The increase
in affiliates imports over exports resulted in affiliates
trade deficit of $86.0 billion. Employment by U.S.
affiliates rose 596,000 or 16 percent to 4.44 million
after a 19.0 percent increase in 1988. The share of
U.S. affiliates in total U.S. nonbank labor force rose
to 4.8 percent in 1989 from 4.3 percent in 1988. By
country of ultimate ownership, affiliates with ulti-
mate ownership in the United Kingdom had the larg-
est employment in 1989, followed by affiliates with
uvitimate ownership in Canada and in Japan.
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Table 2
Selected data on nonbank majority-owned U.S. affillates by Industry and country of ownership, 1989
Industry/ Total Net Shipments Employ-
Country assets Sales income Exports Imports ment
Billion dollars (000)
Allindustries ............... 1,402.2 1,040.9 11.8 84.3 169.7 4,440.1
Petroleum ................. 91.4 91.7 25 2.0 14.1 135.3
Manufacturing . ............. 367.5 347.0 6.2 31.3 39.2 2,123.4
Food & kindred
roducts .........c0vunnn 435 41.1 0.5 2.0 2.7 242.6
Chemicals and
aliedproducts ............ 106.0 94.0 4.9 9.3 7.7 4425
Primary and fabricated
metais .........co0vuinn. 46.4 50.6 0.8 3.6 4.9 279.6
Machinery ................. 64.4 69.5 -0.2 10.8 13.7 513.2
Other manufacturing . ........ 107.2 91.8 0.1 5.6 10.2 645.6
Transportation equip.- .. ...... 10.5 14.5 0.7 1.0 5.1 63.7
Motor vehlcles
&equip. ... 7.6 11.5 -0.7 0.5 4.5 39.7
Wholesaletrade ............ 131.2 3429 1.0 47.7 113.1 390.8
Motor vehicles
&equip. ....iiiiiin.e. 37.8 86.7 0.7 4.6 452 81.7
Retailtrade ................ 48.5 71.8 -0.3 1.5 2.7 818.0
Finance except
banking ................. 380.7 42.0 1.33 0 1 93.9
Insurance ................. 171.1 55.4 2.14 0 0 111.6
Realestate ................ 90.0 148 -0.13 3.0 2.0 37.8
Services ...... .o, 58.0 28.7 -1.02 0.3 0.2 404.9
Other industries ............ 63.9 46.6 0.05 1.6 0.5 3242
country
A oountrles ............... 1402.2 1040.9 11.8 84.3 169.7 4440.1
Canada ................. 201.0 117.5 3.64 6.0 10.8 755.3
Europe ........oovvnnnn 685.9 537.9 5.91 374 58.7 2635.7
France ...........coou... 57.2 719 -0.22 13.6 7.4 264.2
Germany ................ 87.4 92.8 0.85 6.0 16.8 435.5
Netherlands .............. 86.7 68.1 1.00 2.9 7.7 316.0
Switzerland .............. 101.0 59.2 0.62 4.3 4.8 254.8
United Kingdom ........... 254.1 169.8 3.08 6.8 12.3 980.9
Latin America .............. 344 33.2 0.49 2.6 6.1 226.6
Africa ......covvivnvnnnn. 6.5 5.6 0.04 0.7 0.8 17.9
MiddleEast ................ 34.3 17.8 0.03 0.3 4.1 38.9
Kuwait .................. 9.4 23 -0.09 2‘; i‘ 12.3
SaudiArabia ............. 21.0 13.7 0.26 ! ! 13.9
Asia&Pacific............... 403.9 3146 0.26 36.9 88.6 734.6
Australia . ................ 50.7 26.4 0.06 0.5 0.7 1563.9
Japan ...... ... el 328.1 267.0 0.81 32.2 82.6 504.3

! Suppressed to avoid disclosure of data of individual companies.
Source: U.S. Department of Commerce, Survey of Current Business, July 1991.

monthly deficit registered during the previous
12-month period and 36.0 percent lower than the
$9.2 billion deficit registered in July 1990. When
oil is excluded, the July 1991 merchandise trade def-
icit increased threefold over that of the previous
month,

In July 1991, both exports and imports increased,

U.S. TRADE DEVELOPMENTS

The U.S. merchandise trade deficit increased in
July 1991 (by $2.1 billion), due to the considerable
increase in imports over the increase in exports. Sea-
sonally adjusted U.S. merchandise trade in billions of

dollars as reported by the U.S. Department of Com-
merce is shown in table 3.

When oil is included, the seasonally adjusted U.S.
merchandise trade deficit in current dollars increased
by 55.3 percent in July 1991, to $5.9 billion from
$3.8 billion in June 1991. The July 1991 deficit was
15.8 percent lower than the $7.0 billion average

4

but imports increased considerably faster. Including
oil, seasonally adjusted exports in current dollars in-
creased by $300 million in July, to $35.3 billion, and
imports increased by $2.4 billion, to $41.2 billion.
Excluding oil, U.S. imports increased from June to
July 1991 by $2.5 billion, to $38.2 billion. The U.S.
oil import bill declined to $2.9 billion in July from
$3.1 billion in June 1991.
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Table 3
U.S. merchandise trade, seasonally adjusted
Exports Imports Trade balance

ftem June 91 July 91 June 91 July 91 June 91 July 91
Current dollars

Includingoil ............... .00, 35.0 35.3 38.8 41.2 -3.8 -5.9

Excludingoil ........... ... ...l 35.0 35.3 35.7 38.2 -0.7 -2.9
1987dollars .........coiiiiiiiit 32.7 33.2 36.4 39.0 3.7 -5.8
Three-month-moving

b2 \V=1 - o T S e 35.3 35.2 39.7 40.0 4.4 -4.8
Advanced-technology

products (not season-

allyadjusted) ..................... 8.9 7.8 5.3 5.6 +3.7 +2.2

Source: U.S. Department of Commerce News, FT 900, September 1991.

In seasonally adjusted constant dollars, the trade def-
icit increased by $2.1 billion from June to July 1991.
The trade surplus in advanced-technology products de-
clined to $2.2 billion in July 1991 from $3.7 billion in
June 1991, (Advanced-technology products as defined
by the U.S. Department of Commerce include about
500 products from recognized high-technology
fields-for example, biotechnology-out of a universe of
some 22,000 commodity classification codes.)

Nominal export changes and trade balances in July
1991 for specified major exporting sectors are shown
in table 4. Airplane parts was the only sector that re-
corded the most export increases in July 1991 over
June. Other sectors recorded declines. Sectors that
recorded the largest trade surpluses over the period Jan-
uary-July 1991 included airplanes, scientific instru-
ments, airplane parts, specialized industrial machinery,
organic chemicals, power-generating machinery, and
general industrial machinery.

The U.S. agricultural trade surplus rose to $1.2
billion in July from $793 million in June 1991.

U.S. bilateral trade balances on a monthly and
year-to-date basis with major trading partners are
shown in table 5. The United States experienced
increases in bilateral merchandise trade deficits in
July 1991 with Japan, Canada, the Newly Industrial-
izing Countries (NICs),!]  China, Germany and
OPEC, a decline in trade surpluses with the EC,
Western Europe, and an increase with the U.S.S.R.
The deficit with Japan increased by $570 million. On
a cumulative year-to-date basis, the United States
experienced improvements in its bilateral trade bal-
ances from a year earlier with Germany, NICs, and
OPEC and worsening with Japan, Canada, and Chi-
na. U.S. trade surpluses with the EC and Westem
Europe increased markedly.

! NICs include Singapore, Hong Kong, Taiwan, and the
Republic of Korea.

Crisis Shatters Yugoslav Economic Unity,
But Foreign Investors See Reasons
To Be Hopeful

Before mid-1990, Yugoslavia'’s six republics (Bos-
nia-Hercegovina, Croatia, Macedonia, Montenegro,
Slovenia, and Serbia) and two autonomous provinces
(Vojvodina and Kosovo), appeared to form a reason-
ably well- integrated national economy. It was com-
mon for residents and enterprises of one republic to
hold property in another. Republics sold approxi-
mately one- third of their production in other repub-
lics. Analysts in the industrialized democracies
perceived the relative weakness of central control
over independent-minded republics and worker coun-
cil-owned enterprises as a sign of strength through
diversity, a source of economic dynamism reminis-
cent of a market economy.

But undemeath the peaceful surface of national
economic cooperation festered grave ethnic, econom-
ic, and political tensions. The relatively well-to-do
republics of Slovenia, Croatia, and Serbia resented
the central government’s policy of taxing them
heavily to support economic development in the
three other, underdeveloped republics. Since this
development policy did not produce the expected re-
sults, the underdeveloped republics considered the
support inadequate and believed that they were being
kept from development rather than helped by the
more prosperous ones. The majority of the country
considered the influence of Serbs, who accounted for
36.3 percent of the country’s population, to be exces-
sive in national affairs. Some of the country’s ethnic
groups, particularly the Muslims, the Albanians and
the Turks, thought that they were underrepresented.
Finally, a conflict between economic reformers and
old school communists was growing throughout the
country.
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Tabie 4
Nominal U.S. exports and trade balances, not seasonally adjusted, of specified manufacturing sectors, January
1990-July 1991
Exports Change
January-
July Share
1991 July of Trade
over 1991 total baances
January- January- over January- January-
July July July June July July
Sector 1991 1991 1990 1991 1991 1991
Billion
— Billion dollars — Percent dollars
ADP equipment &
office machinery ........... 15.1 2.0 6.4 -13.3 6.2 -1.53
Airplanes ................ 13.3 2.0 10.7 -23.9 5.4 11.40
Airplaneparts ............. 5.8 0.8 25 2.4 2.4 3.26
Electrical machinery ........ 17.4 24 6.2 -8.6 71 -2.40
General industrial
machinery .............. 9.9 1.4 5.9 -2.1 4.1 1.31
Iron & steel mill
products ............... 25 0.4 41.9 -7.3 1.0 -2.59
Inorganic chemicals ........ 24 0.3 11.8 -3.2 1.0 0.57
Organic chemicals ......... 6.8 0.8 13.8 2.4 2.8 1.83
Power-generating
machinery . ............. 9.6 1.3 4.1 -7.6 3.9 1.31
Scientificinstruments. ...... 7.8 1.1 12.2 -9.9 3.2 4,02
Specialized industrial
machinery . ............. 9.7 1.4 6.6 -0.7 4.0 2.97
Telecommunications ....... 5.6 0.8 8.6 0 2.3 -6.66
Textile yarns, fabrics
and articles ............. 3.1 0.4 8.0 -8.7 1.3 -0.81
Vehicleparts ............. 7.9 1.0 -7.5 -20.9 3.3 0.03
Other manufactured
goods' ................ 14.4 2.1 12.3 -1.4 5.9 2.71
Manufactured exports
notincluded above . ...... 57.1 7.8 10.8 -5.1 23.4 -42.49
Total manufactures .......... 188.4 26.0 85 -7.8 77.2 -32.49
Agriculture ................. 21.7 2.9 -7.6 10.8 8.9 8.53
Otherexports ............... 33.8 4.6 6.6 2.8 13.9 -8.28
Total 2440 335 6.6 -5.8 100.0 -32.24

' This is an official U.S. Department of Commerce commeodity grouping.
Note.—Because of rounding, figures may not add to total shown.
Source: U.S. Department of Commerce News (FT900), September 1991.
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Table 5
U.S. merchandise trade deficits (-) and surpluses (+),
1990-July 91
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not seasonally adjusted, with specified areas, January

(In billion dollars)

January- January-
July June July July July
Area or country 1991 1991 1990 1991 1990
Japan . ... i -3.80 -3.23 -3.04 -23.00 -22.75
Canada ...........coveviiennninnnnn -0.46 -0.44 -0.92 -2.91 -2.79
Germany .......coiiiiiiie i -0.21 -0.13 -1.02 -2.19 -5.39
EC . e +0.21 +1.87 -1.01 +11.03 +3.94
WesternEurope . ........... o el -0.01 +1.73 -1.33 +10.79 +2.40
NICs ... -1.70 -1.00 -2.39 -6.02 -10.95
USSR ... i e +0.12 +0.09 +0.08 +1.39 +2.05
China ........coiiiiiii it -1.28 -1.02 -1.10 -5.90 -5.21
OPEC ... . e -1.08 -1.03 -1.62 -8.77 -12.64
Total trade
balance ....................... -7.75 -3.87 -10.76 -32.24 -63.23

Note.—The difference between trade balances shown in total exports table and those shown in the above (coun-
try/area) table represents exports of certain grains, oilseeds, and satellites that are not included in the country/area

exports.

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

These problems turned into a full-blown crisis at
mid-1990, centering around three major, well-publi-
cized elements: the confrontation between breakaway
Slovenia and the central govenment, the aspirations
for independence in Croatia, and the civil war be-
tween Serbian nationalists and the Croatian national
guard. (For a thorough analysis of the causes and
dimensions of the Yugoslav crisis, see the article by
Bogoma Ferfila, “Yugoslavia: Confederation or Dis-
integration?” in Problems of Communism, July-Au-
gust 1991, pp. 18-30.)

The crisis has had far-reaching economic conse-
quences for the entire country. Federal legislation is
reported to be ineffectual and the central govern-
ment’s control over monetary and fiscal affairs is
considerably weakened. Moreover, the central gov-
emment’s ability to implement nationwide economic
programs is in doubt. The opposing republics (Ser-
bia versus Slovenia and Croatia) have mutually con-
fiscated much of each other’s property, boycotted
some of each other’s products, and levied heavy
taxes on each other’s goods. One newspaper account
indicated that two-way trade between Serbia and Slo-
venia, amounting to $3.5 billion during 1990, is
barely expected to reach one-tenth of this value dur-
ing 1991. The decline of physical security and legal
protection, and disruptions in transportation through-
out the country have made the delivery of goods
among the republics uncertain. In addition, the
growing number of bankruptcies in the country and
disruptions in the national banking system have made
payments for the deliveries uncertain.

The country’s larger manufacturing enterprises
have been the most affected by the disruption of
domestic economic cooperation, because they are
highly dependent on other republics for raw materi-
als and components. For example, it is reported that
the manufacturer of the Yugo car, located in Serbia,
uses a total of 11,000 components from 360 firms.

One-third of these components come from Slovenia
or Croatia. In the month of August, an inventory of
10,000 cars was said to be on the factory lot because
components were not available.

Disruptions in national economic ties are largely
blamed for the 17.4-percent drop in the entire coun-
try’s industrial output from the first half of 1990 to
the first half of 1991. The declines varied by area.
The output fell by 9.6 percent in Vojvodina; by 10.2
percent in Slovenia; by 14.3 percent in Montenegro;
by 15.4 percent in Serbia; by 20.2 percent in Mace-
donia; by 21.3 percent in both Croatia and Bos-
nia-Hercegovina; and by 27.0 percent in Kosovo.
Above average declines were reported in coal pro-
cessing (42.0 percent), machine building (36.0 per-
cent), shipbuilding (34.0 percent), metalworking 22.0
percent, and oil refining (21.0 percent).

According to estimates of Yugoslavia’s central
government, violent confrontations and the disruption
of the national economy will cost the country $20
billion in property damage and lost production dur-
ing 1991, This figure roughly matches Yugoslavia’s
1990 gross foreign debt, or 20 percent of its 1990
GDP. The Wharton Econometric Forecasting Associ-
ates (WEFA) estimates that the 1991 deficit in the
country’s current account will match 1990’s $3.1 bil-
lion. Large annual current account deficits are ex-
pected to push gross foreign debt to $45 billion by
1996, higher than the $39 billion projected for Po-
land in that year. Although the authorities insist that
the convertibility of the national currency will not be
affected by the hostilities, the country’s foreign cur-
rency reserves are reportedly depleted.

Foreign investors-who have committed a total of
$3.2 billion to joint ventures and to the direct acqui-
sitions of domestic firms by the end of the first
quarter of 1991-are understandably worried. The
massive infusion of foreign capital that followed the
introduction of liberal investment rules in 1989 all
but ceased by mid-1991. But according to a spokes-
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man at Yugoslavia’s Washington Embassy, foreign
investors in Yugoslavia are not impatient with the
sitnation since they brought their capital into the
country with long-term profitability in mind. The
President of the U.S.-Yugoslav Economic Council,
representing the Council’s 250 U.S. member firms
interested in doing business with Yugoslavia, has
confirmed this view and expressed optimism about
the country’s future.

Many Western analysts share the optimism of Yu-
goslavia’s foreign investors concerning the country’s
ability to recover quickly once violent confrontations
cease, Despite the discord that plagues the country,
the majority of its 24 million people reportedly
wishes to replace the single party system with politi-
cal pluralism and parliamentary democracy, and to
replace the bureaucratic, inefficient economic man-
agement with market economic management,

Although the central government’s economic re-
form program has stalled, the economic reform pro-
cess continues as individual republics pursue their
own reforms. Particularly remarkable is the rise in
small-scale private trade and manufacturing activities,
which some analysts perceive as a reaction to the
decline of supplies resulting from the disruption of
interrepublican economic cooperation.  Republics
have embarked on their own privatization programs.
The number of small- to medium-size industrial en-
terprises and commercial outlets divested from the
communist-dominated workers’ councils is reportedly
in the thousands throughout the country. As a result
of this increase in private economic activities, the
level of consumption in the country appears to have
declined considerably less than the officially reported
output measures,

Foreign merchandise trade has not been affected as
much as was earlier feared. According to the central
government, the 8.1-percent decline in Yugoslavia’s
exports from the first half of 1990 to the first half of
1991 may be attributed to the decline in shipments
to the former members of the Council for Mutual
Economic Assistance (Bulgaria, Cuba, Czechoslova-
kia, Hungary, Mongolia, Poland, Romania, the Soviet
Union, and Vietnam). (See /ER, June 1991, pp.
10-12.) Exports to the industrialized and developing
countries increased by 10 percent, but the estimated
50-percent decline in shipments to the former CMEA
area, representing about 30 percent of the country’s
$8.6 billion in exports during January-June 1991,
pulled down overall export performance. Officials
point to efforts by Yugoslav firms to substitute for-
eign markets for the declining domestic ones as the
major cause for the significant increase in exports 10
the industrialized and developing countries. (Yugos-
lavia’s imports declined by 4.6 percent to $9.7 bil-
lion over the same period. No estimates were
available to identify the role of the former CMEA
countries in this decline) U.S. trade with the coun-
try dropped by 11.5 percent from $612.2 million
during January-June 1990 to $541.7 million Janu-

ary-June 1991. Even so, U.S. trade with Yugoslavia
was 37.4 percent higher than U.S. trade with Poland,
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the largest U.S. trading partner among the emerging
market economies of Central and Eastern Europe.

The republics continue to abide by the common
national tariffs. Slovenia reportedly agreed to keep
customs duties only for goods destined to Slovenia
but transfer to the central government duties col-
lected on goods destined elsewhere in the country.
The central government pledges to continue its
policy of trade liberalization. The trade-weighted
tariff rate is roughly 9 percent during 1991 and 90
percent of all imports by transaction value are cur-
rently free from quantitative restrictions or licencing
requirements.

Finally, many analysts argue that even if the re-
publics abolished the Socialist Federal Republic of
Yugoslavia today, the importance of economic ties
among them would necessitate the recreation of an
economic federation or common market among them
tomorrow, These analysts claim that the economic
recovery that is projected to begin in the new de-
mocracies of Central and Eastern Europe during
1993 will catalyze the joint process of reestablishing
national economic cooperation and starting the eco-
nomic recovery in Yugoslavia.

Corn Gluten Feed: U.S.-EC Trade Issue

Last year, EC corn producers tried to persuade the
EC Commission to ask the GATT to investigate
so-called unfair subsidies to producers of corn gluten
feed in the United States. They were unsuccessful.
Instead, U.S. producers of corn gluten feed have en-
countered a different snag. In May, U.S. shipments
of corn gluten feed were refused entry to a Dutch
port on the grounds that they were not eligible for
duty-free entry into the EC. About $655 million in
annual U.S. exports to the EC could be affected by
the Dutch action.

Corn gluten feed is used in animal feed and is a
byproduct from the processing of com to produce
comstarch. EC imports are eligible for duty-free
treatment. However, EC customs officials claim that
the U.S. shipments under question are a mixture of
two ingredients-corn gluten feed and com germ
meal. Although these two components are nonduti-
able, together the mixture is dutiable at a tariff of
over $200 per ton. EC officials assert that the cur-
rent definition of com gluten feed permits diverse
residues to account for only 5 percent of corn gluten
feed to qualify for duty-free treatment. European
representatives claim that microscopic testing indi-
cates that U.S. shipments of corn gluten feed contain
as much as 40 percent of com germ meal. Further-
more, certain EC member states suspect fraud by
U.S. grain companies in the current dispute. Howev-
er, U.S. producers argue that corn germ meal results
from the milling process and that U.S. com gluten
feed shipments are not different from those shipped
over the past decades.

One issue in the current dispute is clarifying the
definition of corn gluten feed, which involves finding
an acceptable method of analysis of the product. Re-
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portedly, the EC agreed to the U.S. demand that
chemical analysis be used rather than microscopic
analysis. Chemical analysis identifies the starch,
protein, and fat content of the product. The micro-
scopic testing method identifies the components di-
rectly but is based on higher technology and is only
used by a few EC member states.

The dispute now centers on defining an acceptable
fat content for corn gluten feed. The United States has
proposed a 5 percent maximum fat content and a mini-
mum 28 percent starch content. The United States has
also offered to have industry establish a certification
program to ensure that future U.S. shipments to the EC
comply with regulations. The EC, however, insists that
the fat content cannot rise above 3.5 percent. Although
the average fat content of U.S. corn gluten feed is 3.5
percent, the fat content of the U.S. product sometimes
lies closer to 5 percent. Therefore, the U.S. Govern-
ment has responded that such a cap would significantly
cut U.S. exports to the Community and would “serious-
ly impair” the zero tariff binding. U.S. exports of com
gluten feed to the EC were $655 million in 1990, which
accounted for almost all of U.S. exports of the product,
valued at $662 million in 1990.

With little progress in sight, what appeared to be a
technical customs issue now is being raised to the “po-
litical” level. The U.S. Government recently requested
consultations with the EC under article XXIILI of the
GATT. Should these consultations prove unsuccessful,
the administration is considering initiating a section
301 case and requesting dispute settiement under the
GATT. If the administration finds under section 301
that the EC practice has violated U.S. trade rights, it
may impose retaliatory measures. In the meantime, the
U.S. National Corn Growers Association and the U.S.
Feed Grains Council have each urged the administra-
tion to prepare to retaliate. Moreover, the United
States is also facing EC efforts in the Uruguay Round
to curb imports of corn gluten feed through a “reba-
lancing of concessions.” Under the rebalancing con-
cept, the EC would impose duties on products that
currently enter the Community duty free-such as corn
gluten feed-in exchange for lowering its trade barriers
in other agricultural sectors. It now appears that the
current dispute is only one in a series of bilateral prob-
lems stemming from EC efforts to curb imports of one
of the few agricultural products that enter the Commu-
nity without restraints,

Laying the Groundwork for Free Trade
in the Western Hemisphere: An Update

In recent months, Latin American and Caribbean
nations have intensified their efforts to liberalize and
harmonize their trade regimes.2 This increased level

2 For a discussion of prior efforts, see “Liberalizing
Trade in Latin America and the Caribbean: An Update,” JER,
April 1991.
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of attention appears to be driven largely by the desire to
implement regional trade accords that will complement
the U.S.-proposed Enterprise for the Americas Initia-
tive (EAI).3

In proposing the EAI, President Bush established
as a long-term goal the creation of a free-trade area
covering the countriecs of North America, Central
America, the Caribbean, and South America. To this
end, the President stated that the United States was
willing to enter into free-trade agreements with other
eligible countries in the hemisphere, particularly with
groups of countries associated for the purpose of
trade liberalization. The United States, Canada, and
Mexico began trilateral negotiations for a North
American Free-Trade Agreement (NAFTA) in June
1991 as the first step in this process.

The second step is the negotiation of trade and
investment framework agreements with other coun-
tries in the hemisphere. These nonbinding agree-
ments create the mechanisms to initiate dialogue on
common areas of concern and to begin work towards
removing impediments to trade and investment flows.
The United States already has negotiated trade and
investment framework agreements with 29 Central
American and South American countries, including
Chile, Colombia, Costa Rica, Ecuador, El Salvador,
Honduras, Panama, Peru, Nicaragua, and Venezuela.
The United States currently is negotiating a frame-
work agreement with Guatemala. (Mexico and Bo-
livia signed similar bilateral agreements with the
United States before the EAI was announced.) Two
multilateral agreements have been negotiated-one
with Argentina, Brazil, Paraguay, and Uruguay (see
the discussion of the Southem Cone countries below)
and one with the 13-nation Caribbcan Community
(see the discussion of the Caribbean Community be-
low).

Trade Agreement Update

The U.S. administration estimates that the process
of moving towards hemispheric free trade will take
10 years or longer. According to U.S. Trade Repre-
sentative Carla Hills, Latin American and Caribbean
countries need to be prepared to meet several criteria
to negotiate free-trade agreements with the United
States. These criteria would require that countries:

o Eliminate tariff and nontariff barriers, ac-
cording to specified schedule, on trade be-
tween the negotiating parties;

o Provide market access for trade in services;

e Provide standards for treatment of invest-
ment, including the elimination of local con-
tent and performance requirements;

3 The EA, first proposed by President Bush on June 27,
1990, is a plan to promote economic cooperation with Latin
American nations in the areas of trade, investment, and debt
relief. The *“Enterprise for the Americas Initiative Act of
1991" was transmitted to Congress Feb. 26, 1991. Both
houses of Congress have passed portions of the bill related to
debt reduction for eligible countries.



International Economic Review

e Take measures to protect intellectual proper-
ty rights; and

e Restrain government activities such as subsi-
dies, state trading, and the use of foreign
exchange restrictions and controls.

Most of the nascent Latin American and Carib-
bean regional trade agreements and trade associations
are years away from full implementation. However,
almost all of the countries in the region are pressing
ahead with plans to liberalize their trade regimes and
harmonize their trade policies on a regional basis. A
summary of recent developments along these lines
follows.

Central America—Central American governments
are concerned that a NAFTA and hemisphere-wide
free trade will erode the trade benefits the United
States grants to Central America under the Caribbean
Basin Economic Recovery Act (CBERA).4 To en-
hance Central America’s attractiveness as a NAFTA
trading partner and to lay the groundwork for Central
American participation in a hemispheric free-trade
area, Central American leaders have established the
immediate goal of lowering internal barriers to trade
within the region. They also plan to improve the
transportation infrastructure and streamline customs
regulations to facilitate trade among countries in the
region. Once internal barriers have been dismantled,
the Central American leaders hope to negotiate a
free-trade agreement with the United States on a
multilateral basis.

In their 10th annual summit meeting in July 1991,
the Presidents of Costa Rica, El Salvador, Guate-
mala, Honduras, and Nicaragua formally approved a
timetable for liberalizing trade within Central Ameri-
ca. The Presidents agreed to a phased elimination of
duties on most basic agricultural products imported
from other countries in the region by December 31,
1991. Remaining duties on agricultural products are
scheduled to be phased out by June 1992, Effective
December 31, 1992, tariffs on most nonagricultural
products traded regionally are scheduled to be re-
duced to a maximum of 20 percent. These products
will have a minimum 5 percent tariff, with interme-
diate tariff levels of 10 percent and 15 percent for
selected articles. The Central American Presidents
agreed to draw up a list of “essential” products to be
granted an extended period to phase in duty reduc-
tions, as well as a limited list of products to be
exempted from the 20 percent ceiling.

The Central American leaders allowed Panama to
participate in the annual summit meeting as a full
member for the first time. In the past, Panama had
been allowed only observer status. Unlike the other

4 The Caribbean Basin Economic Recovery Act became
operative in 1984 and was extended and expanded in 1990.
Under the act, the United States grants non-reciprocal
duty-free or reduced-duty entry for specified products from
designated eligible Canbbean Basin countries in Central
America, the Caribbean, and South America.
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Central American countries, Panama’s economy is
based largely on services such as banking and tourism
rather than agricultural production. Panama will be al-
lowed to participate in the Central American regional
economic integration process.

In separate developments, the Governments of El
Salvador and Guatemala signed a bilateral free-trade
agreement scheduled to become operative in October
1991. Under this agreement, each country will phase
in the complete removal of tariff and nontariff barri-
ers to the other’s products.

Mexico and Central America—In January 1991,
the Central American Presidents of Costa Rica, El
Salvador, Guatemala, Honduras, and Nicaragua met
with the President of Mexico to lay the groundwork
for a Mexico-Central America free-trade area. Cen-
tral American leaders view closer ties with Mexico
as one way for countries in the region to position
themselves to benefit from a NAFTA. The Mexican
and Central American leaders agreed in principle to
gradually reduce barriers to trade within the region.
Their goal is to have a Mexico-Central American
free-trade zone in place by 1996. Formal talks on
trade liberalization between the Central American
countries (including Panama) and Mexico began in
July 1991. Central American negotiators reportedly
have requested an undetermined transitional period
during which Central American products would re-
ceive nonreciprocal preferential treatment in the
Mexican market.

Venezuela, Central America, and the Carib-
bean—The Venezuelan Government is seeking to
improve that country’s access to North American
markets, particularly in the event a NAFTA is estab-
lished. Venezuela was an observer in the initial
Mexico-Central America discussions in January 1991,
Since that time, Venezuela's discussions with Central
America have followed a separate track. In July
1991, the Central American countries approved a Ve-
nezuelan-proposed trade agreement. The agreement
calls on Venezuela to eliminate its tariffs on Central
American products. A small list of products will
retain a 20 percent tariff, which is scheduled to be
phased out within 5 years, The Central American
countries committed to reduce their tariffs on Vene-
zuelan products to 20 percent within 5 years, and to
zero after 10 years. In a separate development, Ve-
nezuela signed a trade agreement with the Caribbean
Community (see the discussion of the Caribbean
Countries below) in July 1991. This agreement re-
portedly permits duty-free entry of certain Caribbean
products into Venezuela for an initial period of 5
years.

Mexico and Chile.—To lay the groundwork for an
eventual free-trade agreement with the United States,
the Government of Chile is pursuing the immediate
goal of a free-trade agreement with Mexico. Mexico
and Chile first agreed to work towards establishing a
bilateral free-trade agreement in October 1990. The
two countries are scheduled to sign an agreement
finalizing the terms of the free-trade pact before the
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end of 1991. Such an agreement originally had been
scheduled to be signed in July 1991.

In addition to duty-free trade for most bilateral-
ly-traded products, the Mexico-Chile free-trade
agreement reportedly will allow each country to im-
pose a uniform 10 percent tariff on imports from the
other country that compete with similar domestic
products effective January 1, 1992. The 10 percent
tariff is scheduled to decline by 2.5 percent annually
until tariffs are completely eliminated in 1996. Du-
ties on more sensitive items, including chemicals and
petrochemicals, glass, ceramics, wood and wood de-
rivatives, some textiles, grapes, and poultry, will be
reduced more slowly, arriving at a final tariff of 2
percent in 1998. Products exempt from duty reduc-
tion or duty elimination are to include petroleum and
petroleum products and military equipment.

Southern Cone Countries.—In late 1990, the Presi-
dents of Argentina, Brazil, Paraguay, and Uruguay
finalized their plans to create a common market.
Their goal was to draft a regional trade accord that
would facilitate the conclusion of a free-trade agree-
ment with the United States and become a blueprint
for other Latin American nations. On March 26,
1991, the four Presidents signed a treaty to mutually
reduce tariff barriers and to integrate their economies
by 1995, creating a Southern Cone common market
(MERCOSUR is the Spanish acronym, MERCOSUL
is the Portuguese acronym). The MERCOSUR
countries signed an EAI framework agreement with
the United States in June 1991-the first such multi-
laterally negotiated agreement.

Effective January 1, 1995, the MERCOSUR coun-
tries are to share a common external tariff (specific
details are to be determined at a later date) and to
coordinate fiscal, foreign exchange, and customs po-
licies (a common unit of currency is not envisioned
by the agreement). The free movement of goods,
services, capital, and labor throughout the region also
is scheduled to become effective January 1, 1995.
Paraguay and Uruguay, the least developed countries
in the group, will be allowed until January 1, 1996,
to reduce tariffs on certain products. The MERCO-
SUR countries have not yet resolved several sensitive
issues, including harmonizing their rules governing
intellectual property protection,

The MERCOSUR charter establishes a S-year
waiting period for any new countries wishing to join
the organization. Bolivia and Chile are two likely
candidates for entry into this sub-regional group. In
response to recent overtures from Bolivia, MERCO-
SUR leaders are investigating ways to link Bolivia to
the organization.

Andean Countries—In May 1991, the Presidents
of Bolivia, Colombia, Ecuador, Peru, and Venezuela
signed an agreement in which they committed to
work towards the creation of a regional free trade
zone. Their goal is to enhance Andean region attrac-
tiveness as an investment site for the location and
development of export-oriented industries and activi-
ties. A free trade zone is scheduled to become ef-
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fective in January 1992 for Bolivia, Colombia, Peru,
and Venezuela. Ecuador will gradually reduce its
duties on other Andean products to zero, creating a
five-nation free trade zone by 1993. Each country
will be allowed to maintain a list of 50 products for
which duties will remain in force. A customs union
with a common external tariff is scheduled to be-
come fully operative in 1993 for Colombia, Vene-
zuela, and Peru, and be extended to Bolivia and
Ecuador by December 31, 1995.

Caribbean Countries—Caribbean nations are con-
cemmed that a NAFTA will erode the trade privileges
the United States currently grants to Caribbean Basin
products under the CBERA. Caribbean governments
view any erosion of trade privileges granted by the
United States as particularly devastating in view of
their concerns that the approach of the European
single market in January 1993 will result in lower
European demand for Caribbean products. Many
Caribbean officials doubt that Caribbean products
will be able to compete with low-cost duty-free
Mexican products in North American markets. More-
over, Caribbean officials are concerned that investors
will prefer Mexico, rather than the Caribbean, once a
NAFTA becomes operative. In light of these con-
cerns, the 13 English-speaking nations comprising
the Caribbean Community (CARICOM)> negotiated
a multilateral framework agreement with the United
States in July 1991.

In July 1991, CARICOM agreed to implement a
common extemnal tariff which was scheduled to be-
come effective in October 1991 but has again been
postponed. (The effective date for CARICOM’s
common external tariff was originally January 1991.
That date was postponed to March 1991.)) CARI-
COM’s common external tariff will establish low
duties, with a minimum of 5 percent, on nonmember
imports that do not compete with the goods produced
within the community. Nonmember imports that
compete with CARICOM products and which are
likely to injure domestic industries will face duties
ranging as high as 45 percent.

Cuba.—In view of the collapse of Cuban trade
agreements with Eastern Europe and diminished So-
viet economic assistance, the Cuban Government has
been looking to expand economic ties with other
Latin American and Caribbean countries. Cuban
President Fidel Castro has publicly supported Latin
American economic integration efforts, but continues
to denounce U.S. policies in the hemisphere, includ-
ing the EAL. Cuba has not officially requested ad-
mission into any of the newly forming Latin
American and Caribbean regional trade associations.
The Cuban Government has made significant prog-
ress, however, in promoting joint ventures with Mex-
ican investors. A CARICOM technical delegation
visited Cuba in April 1991 to pursue cooperative
agricultural research projects.

3 CARICOM members are: Antigua and Barbuda, the
Bahamas, Barbados, Belize, Dominica, Grenada, Guyana, Ja-
maica, Montserrat, St. Kitts-Nevis, St. Lucia, St. Vincent and
the Grenadines, and Trinidad and Tobago.
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Agreements Reached with Japan on
Construction Services
and Semiconductors

Amid an increasing Japanese surplus and continu-
ing bilateral trade frictions, the United States and
Japan reached agreement on two important issues
this summer. A summary of developments relating
to the agreements on construction services and semi-
conductors follows.

Major Projects

On June 1, 1991, the United States and Japan
concluded an agreement that will allow U.S, firms to
bid on an additional 23 Japanese construction proj-
ects worth $26.7 billion. Seventeen of the new proj-
ects, worth approximately $6.4 billion have
alreadybeen approved for construction while another
six will be open to U.S. participation, if and when
they are approved. The agreement came within
hours of a May 31 deadline that had been set by the
Office of the U.S. Trade Representative (USTR) for
avoiding sanctions, USTR had previously announced
on April 26 that it would bar Japanese contractors or
subcontractors from Federal or Federally funded
building and public works procurements by certain
government agencies “until Japan makes significant
improvements in its procurement policies.”™ The
U.S. appropriation for the defense, mass transit,
highway and other construction projects to be cov-
ered under the sanctions totalled $221 billion during
FY 1991. However, there was some uncertainty
about how much the sanctions would have affected
Japanese firms, since the bulk of Japanese construc-
tion contracts in the United States has been on pri-
vate projects worth approximately $2.5 billion.

In May 1988, the United States and Japan signed
an agreement that allowed U.S. firms to compete on
17 major public, private and “third sector” projects
in Japan totalling $23 billion over 10 years, (“Third
sector” projects are those managed by private sector
organizations but funded wholly or partially by the
government). The original agreement included three
different tracks of procedures or measures for bid-
ding on projects (JER, November 1989 and May
1988). The United States pressured Japan during the
past year to expand the 1988 Major Projects agree-
ment to include all construction projects (although a
list of only 27 was presented during the May negoti-
ations), to add a new track of procedures to cover
projects with a design component, and to take efforts
to eliminate bid rigging in connection with awarding
construction contracts. In response to U.S. demands,

6 See USTR press release, April 26, 1991 and Docket
No. 301-69A, USTR. USTR had determined on November
21, 1989 that Japanese construction procurement practices
were “unreasonable and burden or restrict U.S. trade.” How-
ever, retaliation was postponed until 1991 because USTR
hoped that progress could be achieved through further nego-
uatuons.
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five of the projects included in the June 1991 agenda
are “third sector projects”. Under the new agreement,
the Government of Japan promised to take further steps
to prevent bid rigging and to develop guidelines for
improving the bidding process and access to informa-
tion about future projects. A new procurement track
for design-and-build contracts was also added to the
1988 agreement. This track covers procurement of a
combination of design and consulting services with the
supply, manufacturing and/or installation of goods. In
addition, an independent Procurement Review Board
was established to handle complaints by potential
suppliers relating to contract awards.

While the agreement was welcomed by U.S. nego-
tiators, U.S. businessmen and some Congressmen
were less optimistic about the prospects for an in-
crease in U.S, participation in Japan's market. U.S.
firms have won only approximately $324 million in
contracts under the May 1988 agreement. (/ER, No-
vember 1989 and May 1988). According to some
analysts, the reasons for the relatively lackluster per-
formance of U.S. firms in Japan’s construction mar-
ket includes inexperience in that market, difficulties
in obtaining Japanese partners, and financial prob-
lems in the U.S. market. Korean firms, by contrast,
have been making some inroads by adopting a
long-term view of the Japanese market. While U.S.
firms have attempted to enter Japan's construction
market alone by winning orders covering design, ma-
terials procurement and construction work, Korean
firms, by contrast, have entered into tie-ups or joint
ventures with Japanese companies, with the hope of
improving their construction skills and acquiring Jap-
anese technology. Companies from both countries
continue to contend with the exclusionary effects of
dango (mutual consultation system involving rotation
of winning bids to participants) and bid-rigging.
While the 1988 agreement and the latest one are
intended to familiarize U.S. firms with Japan’s bid-
ding system, the imbalance between U.S. and Japa-
nese participation in each others’ construction
markets continues to persist.

Semiconductors

On June 4, the United States and Japan reached a
consensus on the terms of a new semiconductor
agreement, which was then signed on June 11, 1991,
The new agreement will replace a 1986 accord that
was set to expire on July 31, 1991, The 1986 agree-
ment was intended to end dumping of Japanese
semiconductors in the United States and third-coun-
try markets and to increase U.S. market access in
Japan (/ER, June 1988). The major issues that
emerged during the negotiations leading to the latest
pact were how to incorporate the market-access ob-
jectives of the existing agreement; revisions to the
pricing provisions of the agreement; and what to do
about the remaining $165 million in retaliatory tariffs
imposed by the United States on imports of certain
Japanese electronics products.

The market access issue was addressed through
language stating that “the Government of Japan rec-
ognizes that the U.S. semiconductor industry expects
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that foreign market share will grow to more than 20
percent of the Japanese market by the end of 1992
and considers that this can be realized.” However,
the agreement also said that both governments recog-
nize that this does not represent a guaranteed market
share. Indications of potential future controversies
regarding the issue arose almost immediately after
the agreement was signed. Some analysts and indus-
try officials praised the agreement for stating the 20
percent numerical goal publicly and held it up as a
model for other agreements, Japanese officials, how-
ever, stated that they viewed the 20 percent figure as
only an indication of expectations, not a guarantee of
market share, These two positions mirrored a dis-
agreement that arose as a result of the same type of
wording contained in a side letter to the 1986 agree-
ment.

U.S. and Japanese methods for calculating U.S.
market share in Japan have differed since the origi-
nal agreement was signed. Based on U.S. calcula-
tions, which include only sales of foreign chips in
the open market in Japan, U.S. semiconductor pro-
ducers claim that the U.S. share of Japan's market
rose from approximately 8.6 percent in 1987 to 13
percent at the end of 1990, By contrast, Japan
claims that the U.S. share is closer to 18 percent.
U.S. figures exclude shipments by IBM Japan and
other captive sales of U.S. firms to their Japanese
subsidiaries, and semiconductors made by Japanese
producers for sale under foreign producers’ names in
Japan. Japanese figures do not. Under the new
agreement, the two countries agreed to include both
methods for calculating market share. Periodic re-
views will be conducted to reconcile the differing
figures.

A fast-track antidumping mechanism that had been
proposed by the consortium of semiconductor man-
ufacturers and users (SIA-CSPP) was adopted. The
system used by the Department of Commerce under
the old agreement to assess fair-market value for
imports of DRAMS (dynamic random access memo-
riesy and FEPROMS (erasable programmable
read-only memories) from Japan was eliminated. In
its place, the agreement commits Japanese semicon-
ductor producers to continue to keep track of cost
and pricing data that must be submitted to the De-
partment of Commerce in the event that a dumping
case is filed.

The 100 percent U.S. tariffs on imports of $165
million of Japanesc personal computers and other
consumer electronics products imposed in 1987 in
retaliation for Japan’s failure to live up to the agree-
ment’s market access goals were used as a bargain-
ing chip by U.S. negotiators in entering into
discussions with the Japanese. As a precondition to
signing any agreement, however, Japan called for the
removal of the sanctions. Under the agreement
reached on June 4, the United States agreed to elimi-
nate the sanctions on August 1 when the new accord
was scheduled to take effect.
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Reaction to the new agreement was mixed. Rep-
resentatives from the U.S. domestic industry-the
Semiconductor Industry Association (SIA) and the
Electronics Industry Association (EIA)-praised the
agreement and Japanese company efforts to promote
“designing-in” of foreign semiconductors in Japanese
products. The two groups announced a number of
joint activities such as the formation of a steering
committee to monitor implementation of the agree-
ment and promotional activities to encourage “de-
sign-ins”, These activities are important in
attempting to expand U.S. sales to some of Japan's
largest semiconductor purchasers in the consumer
and automotive electronics sectors, Managed trade
proponents, inside and outside of the U.S. Govern-
ment, criticized the pact as being too vague in its
market-share commitments, while supporters of free
trade in the United States and Japanese semiconduc-
tor producers were uneasy about the agreement’s
market share provisions. Industry representatives in
both countries indicated that the key to more U.S.
sales in Japan is further changes in behavior and
attitudes of Japanese and U.S. companies-including
more receptivity to foreign products by Japanese
firms and more willingness by U.S. firms to meet
Japanese product requirements.

Canada Terminates Memorandum of
Understanding on Softwood Lumber:
What Happens Now?

On September 3, Canada announced that it was
terminating a bilateral Memorandum of Understand-
ing (MOU) affecting trade in softwood Iumber, a
leading U.S. import from Canada. The MOU re-
sulted from a negotiated settlement to a protracted
bilateral trade dispute that had overshadowed
U.S.-Canadian relations during the first half of the
cighties. The Canadian action has brought cries of
protest from the U.S. industry and has cast a shadow
over ongoing negotiations of the United States, Can-
ada, and Mexico for a North American Free Trade
Agreement. The U.S. Government is currently con-
sidering a range of options in response.

Background

Canadian softwood lumber producers’ steadily in-
creasing share of the U.S. softwood lumber market,
even during the recessionary period of 1982, was the
main issue in the softwood lumber dispute between
the United States and Canada in the early 80s. In
Canada, most natural resources, including timber, are
owned by the provinces. The substance of the U.S.
complaint was that the fee Canadian timber produc-
ers paid the provinces to cut down trees-known as
stumpage-was artificially low. The low stumpage
fees charged for such timber, U.S. industry argued,
constituted an implicit subsidy to Canadian softwood
lumber producers.

Recognizing that the balance of incentives between
cutting and replanting was, in fact, altered by low
stumpage fees, but denying that this was any basis
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for a countervailing duty (CVD) case, the Canadians
attempted to negotiate a solution to the softwood
lumber impasse in the face of the almost certain
imposition of a U.S. CVD on Canadian softwood
lumber. An agreement was struck, and it consisted of
an MOU between Canada and the United States
signed on December 30, 1986. Under the agreement,
the Canadian Government would impose up to a 15
percent export charge to offset the low provincial
stumpage rates and to act as a substitute for a
U.S.-imposed CVD. The MOU envisioned that this
export surcharge would gradually be replaced by
higher stumpage fees. The understanding established
an inverse relationship between the export charge
and the stumpage fees, with the goal of eliminating
the export charge over time as stumpage fees were
raised. The agreement outlined the transitional steps
necessary to increase the stumpage fees and do away
with the export charge. The United States’ right to
monitor and approve any changes in export charges
and the steps to higher stumpage fees was specified
in the agreement, The settiement decision required
the coalition of U.S. industry lumber producers who
had initiated the CVD case to withdraw their peti-
tion. This was done, effectively terminating the case
prior to a final determination and the imposition of a
CVD. All this took place at a time when a free
trade agreement (FTA) was under serious negotiation
by both countries.

Termination

On September 3, 1991 the Government of Canada
announced that the MOU on softwood lumber would
be terminated on October 4, 1991, Under the terms
of the MOU, either party could terminate the agree-
ment unilaterally, as long as 30 days written notice
was given. The September announcement by the
Canadian Embassy constituted the required notice.

In a fact sheet accompanying the announcement,
the Canadians outlined their rationale for the deci-
sion. Three reasons were cited: (1) the MOU has
served its purpose; (2) there is no subsidy to Cana-
dian lumber producers; and (3) the Canadian share of
the U.S. softwood market is diminishing,

One of the purposes of the MOU was to allow for
an increase in stumpage and other charges by prov-
inces in softwood lumber production to more fully
reflect resource replenishment costs, paving the way
for the gradual reduction or elimination of the export
charge. In response to increased public concern with
the question of forest management and renewal, a
number of Canadian provinces have enacted policies
since 1986 that have increased the share of resource
replenishment costs borne by the softwood industry.
For example, the province of British Columbia,
which accounted for nearly 80 percent of Canadian
exports of softwood lumber to the United States in
1990, has increased stumpage and other forestry
charges. As a result, lumber produced in the prov-
ince is no longer subject to the federally-imposed
export charge mandated by the MOU.
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The changes enacted by the provinces have re-
sulted in the value of export charges levied by feder-
al authorities dropping from $400 million in 1987 to
approximately $40 million at present, a fraction of
its original level. Only 84 percent of softwood
lumber exports in 1990 were subject to the full levy.
Given the continued public pressure for responsible
stewardship of declining natural resources, Canada
expects that the rend of passing on resource costs to
the private sector will continue. As a result, it main-
tains that the purpose of the MOU has been served
and its continuation is no longer necessary.

In its statement of reasons for the termination of
the MOU, the Canadian Government also argued that
there is no subsidy to Canadian lumber producers.
Citing recent studies by the U.S. Forest Service and
the U.S. General Accounting Office in which a
method for reporting on timber sales was developed,
the Canadian Government argued that when the U.S.
methodology was applied to the forestry accounts of
the major Canadian provinces, it showed that the
revenues collected by the provinces exceeded ex-
penses. Given this surplus of revenues over timber
program expenses, the Canadians maintain that there
is no subsidy to Canadian producers.

Canada’s share of the U.S. market has declined
from a high of 32.8 percent in 1985 to 26.8 percent
in 1990. That decline continued into the first quarter
of 1991 bringing the Canadian share of the U.S.
market to its lowest level in 13 years. Canadian
exports to the United States have declined by over
2.5 billion board feet since the signing of the MOU
in 1986, when Canadian exports to the United States
totalled 14.1 billion board feet. These facts are of-
fered to support the Canadian contention that the
competitiveness of U.S. lumber producers has been
“significantly enhanced” since the MOU was signed.
The 20 percent appreciation in the value of the Ca-
nadian dollar since 1986 has also been a factor in
Canada’s declining market share-a fact that was ac-
knowledged in the Canadian announcement.

Reaction to the Canadian decision has been pre-
dictable. Canadian producers hailed the decision,
while U.S. industry spokesmen denounced the Cana-
dian action. Some U.S. lawmakers, including Sena-
tors Baucus and Adams of Washington and
Packwood of Oregon, called for swift U.S. retali-
ation. In a letter to President Bush, 67 Senators
urged that action be taken to convince Canada to
overturn its decision. U.S. Trade Representative
Carla Hills publicly stated earlier in the year that any
change in the 1986 agreement would be opposed.

The immediate reaction to the termination of the
MOU and the export charges by USTR was con-
tained in a statement released on September 3. The
office regretted Canada’s action and said it would be
“considering all options, including imposition of a
U.S. import tax, if appropriate, to offset any existing
subsidies.” U.S. lumber industry spokesmen main-
tain that even though the amount of softwood lumber
covered by the agreement is small relative to what
was formerly covered, the MOU must be preserved
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as a way of monitoring Canadian forest management
policies.

Any official U.S. reaction awaits the outcome of
the U.S. Government inter-agency review process,
however. A U.S. response could come before the
October 4 termination of the MOU. Among the
options open to either the USTR or the private sector
includes initiation of another CVD case, a 301 case,
or possible action under the terms of the U.S.-Cana-
da FTA. The FTA was not in effect at the time of
the original dispute and the MOU. However, the
softwood lumber MOU was folded into the FTA
when it was finalized in 1987. Article 2009 of the
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FTA officially recognizes and accepts the MOU, A
“legislative remedy” to the problem could be taken
independently by Congress.

The 1986 MOU laid to rest a number of fears at
the time. Its termination in 1991 is stirring concerns
once again about the effectiveness of the bilateral
dispute settlement process under the U.S.-Canada
trade pact. The Canadian action looks likely to reig-
nitc a longstanding political battle and may cast a
pall over current negotiations between Canada, Mexi-
co and the United States toward a broader North
American FTA.
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industrial production, by selected countries and by specified periods, January 1988~June 1991
(Percentage change from previous period, seasonally adjusted at annual rate)

1990 1991
Country 1988 1989 1990 v I n Jan Feb. Mar. Apr. May Jun
UnitedStates .. ................. 54 26 1.0 -7.2 -9.6 1.6 -6.5 97 -7.7 59 8.3 8.2
dJapan ... 95 6.2 45 6.9 0.5 25 171 6.3 -22.3 58 274 -27.9
Canada ....................... 44 2.3 0.3 48 -1.3 -5.8 1.1 6.3 -7.3 -7.4 -3.3 2.2
Germany ...................... 3.2 563 59 6.7 0.6 (2 }‘; -10.3 " 5§3.7 -24.5 (‘3
UnitedKingdom .. ............... 3.7 03 0.8 6.8 -11 -4 -7. 21.2 1.1 -256 4.5 42.
France .................c...... 41 36 1.1 -10.2 13 ) 28 -11.0 -27.8 52.2 6.2 M
faly ... . 69 39 0.7 8.1 39 -3.5 6.7 -13.4 2.1 -22.1 17.0 241
T 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, August 27, 1991.
Consumer prices, by selected countries and by specified periods, January 1988-July 1991
(Percentage change from previous period, seasonally adjusted at annual rate)
1990 1991

Country 1988 1989 1990 114 ! Jan. Feb. Mar. Apr. May Jun. Jul.
United States ....... 41 48 54 7.0 35 2.1 55 27 -0.9 27 3.6 2.7 27

apan . ............ 0.7 23 a1 6.0 47 0.3 125 -2.5 1.8 -1.2 1.2 1.6 70
Canada ........... 40 50 48 6.9 1.5 25 33.2 -2.7 5.1 28 1.2 55 (2
Germany .......... 28 27 42 1.4 3.2 21 1.7 1.6 29 4.3 6.4 -1.
United Kingdom . . ... 49 78 9.5 6.1 43 4.1 45 44 53 23 3.7 7.3 [§))
France ............ 7 35 34 44 24 1.9 47 22 1.1 1.4 28 29 (!
aly .............. 50 6.6 6.1 6.9 6.9 6.2 6.8 8.6 47 59 6.4 7.2 5.2

! 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: Economic and Energy Indicators, U.S. Central Intelligence Agency, August 27, 1991

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

1990 1991
Country 1988 1989 1990 v [ n Jan. Feb. Mar. Apr. May Jun. Jul.
United States ....... 54 52 54 58 64 6.7 6.1 6.4 6.8 6.5 6.8 6.9 6.7
Japan ............. 25 23 2.1 21 21 2.1 20 20 21 21 20 2.1 M
Canada ........... 7.7 75 8.1 9.1 101 10.3 96 10.2 10.4 10.1 10.2 105 104
Germany .......... 6.2 56 52 48 45 45 45 45 44 44 45 45 46
United Kingdom ... . .. 8.2 6.4 6.4 6.7 8.1 9.1 77 8.1 85 8.9 9.2 94 9.7
Franzce ............ 10.1 9.9 9.2 9.2 9.2 9.6 9.2 9.2 9.3 94 96 9.7 9.8
17 1 78 77 6.9 6.8 68 6.9 ¢ (&) A 6.9 ® ® e

! Seasonally adjusted; rates of foreign countries adjusted to be comparable with U.S. rate.

2 Many ltalians reported as unemployed did not actively seek work in the

sons wou{d increase the unemployment rate to 11-12 percent in 1986-1990.
3 Italian unemployment surveys are conducted only once a quarter, in the first month of the quarter.

4 Not available.

Source: Unemployment Rates in Nine Countries, U.S. Deapartment of Labor, September 1991,

past 30 days, and they have been excluded for comparability with U.S. concepts. Inclusion of such per-

1661 1290100
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Money-market Interest rates,! by selected countries and by specified periods, January 1988-August 1991
(Percentage, annual rates)

1990 1991
Country 1988 1989 1990 v [ n Jan. Feb. Mar. Apr. May Jun. Jul.  Aug.
United States ........ 78 93 83 8.1 6.8 6.1 7.2 6.5 6.5 6.1 6.0 6.1 59 56
Japan .............. 44 53 6.9 75 77 ® Q) 7.7 77 76 ® ® 3 ®
Canada ............ 96 122 13.0 12.3 10.5 9.2 1.1 10.4 9.9 9.6 9.1 8.8 88 ®
Germany ........... 43 70 85 89 9.1 9.0 93 9.0 9.1 9.1 89 9.0 9.1 )
United Kingdom ........ 8.9 13.3 148 13.8 131 115 139 13.1 124 11.8 11.4 11.2 1.1 ®
France ............. 79 92 10.3 10.1 9.7 9.3 10.3 96 9.4 9.2 9.2 9.6 96 ®
aly ............... 11.0 12.7 12.7 13.0 12.7 1.7 11.1 123 124 1.9 11.5 115 1.9 ®
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, September 9, 1991 Economic and Energy Indicators, Central Intelligence Agency, August 27, 1991,
Effective exchange rates of the U.S. dollar, unadjusted for infiation differential, by specified periods, January 1988-August 1991
(Percentage change from previous period)
1990 1991
Itemn 1988 1989 1990 11 I n Jan. Feb. Mar. Apr. May Jun. Jul. Aug.
Unadjusted:
Index) ............ 88.0 91.3 86.5 81.7 828 87.7 82.2 81.1 874 86.8 87.3 89.0 889 878
Percentage
change ......... 6.5 6.4 5.3 -4.2 1.3 56 0 -1.3 7.2 -7 6 1.9 -1 -1.2
Adjusted:
Index! ............ 87.4 91.8 88.1 84.1 85.2 89.6 849 84.0 85.1 89.1 89.3 90.5 90.2 888
Percentage
change ......... 48 6.8 40 -3.1 1.3 49 2 -1.1 1.3 45 2 1.6 -3 -1.6

11980-82 average=100.

in the dollar's value after a
Source: Morgan Guaranty Trust Co. of New York, September 1991,

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-adiusted measure sh the chi
gusﬁng for the inflation rates in the United States and in other nations; thus, a decline in this m%asure suggests an increasje in U.S. price oomo;r;%ﬁvg:e:;ge
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Trade balances, by selected countries and by specified periods, January 1988~July 1991 9

(In billions of U.S. dollars, f.o.b. basis, at an annual rate) g

1990 1991 E{

Country 1988 1989 1990 17 ! n Jan. Feb. Mar. Apr. May Jun. Jul. g

United States! ... ... -118.5 -109.1 -100.5 -104.4 -69.6 -52.2 -88.5 -66.0 -48.8 -54.0 -57.4 -455 -70.7 -
Japan ............. 949 774 63.2 66.0 87.6 96.8 81.6 78.0 96.0 92.4 91.2 106.8 &)
Canada ........... 82 5.9 9.3 9.6 8.8 &) 24 7.2 10.8 9.6 13.2 ) &)
Germany?.......... 729 720 60.4 328 11.2 -1.6 -36 25.2 10.8 10.8 6.0 -84 )
United Kingdom .. ... -37.5 -39.3 -32.0 -23.2 -21.6 -14.4 -30.0 -16.8 -18.0 -18.0 -19.2 -7.2 (3)
France ............ 55 -7.0 94 -13.6 -10.4 5.2 -13.2 -84 -9.6 -4.8 -3.6 -7.2 ®
taly .............. -11.1 -130 -11.8 -17.2 -4.4 -16.8 -20.4 6.0 13.2 -24.0 -19.2 -84 (&)

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, ¢.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, August 27, 1991 and Advance Report on U.S. Merchandise Trade, U.S. Department of Commerce,
September 19, 1991

U.S. trade balance, ! by major commodity categories,and by specified perlods, January 1988-June 1991

(In billions of dollars)
1990 1991
Country 1988 1989 1990 v / ) Jan. Feb. Feb. Mar. Apr. May Jun.
Commodity categories:
Agriculture .. ..... 13.9 17.9 16.3 4.2 44 28 1.2 1.6 1.6 1.0 1.0 8 1.1
Petroleum and se-

lected product—

(unadjusted) . ... -38.1 -44.7 -54.6 -16.2 -10.4 -10.0 -4.5 -2.8 -3.1 -3.3 -3.3 -34 -33
Manufacturedgoods . -146.1 -103.2 -90.1 -24.3 -147 -10.5 -5.8 5.7 -3.2 -3.6 -33 -3.6 -3.5
Selected countries:

Westem Europe . .. -125 -13 40 6 5.7 5.1 1.1 1.4 3.2 2.1 1.3 1.7 -.01

Canada? ......... -9.7 -9.6 -75 -2.8 -1.4 -1.0 -4 -5 -5 -2 -3 -4 -4

Joaggg ........... -51.7 -49.0 -41.0 -11.7 -10.3 -8.9 -35 -3.2 -3.6 -3.3 -2.4 -3.2 -3.8

(unadjusted) ...... -89 -17.3 -24.3 71 43 -33 -2.0 -1.3 -1.0 - - - -
Unit value of U.S.im- 10 '3 10 "

ports of petroleum and

select_ed products

(unadjusted)® .. ... $18.12 $16.80 $20.34 $28.20 $19.57 $16.44 $22.98 $18.58 $17.15 $16.40 $16.55 $1639 $16.08

1 Exp9n§, f.a.g. value, unadjusted.1986-88 imports, c.i.t. value, unadjusted; 1989 imports, customs value, unadjusted.
2 Beginning with February 1987, figures include previously undocumented exports to Canada-

valu: 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.

Source: Advance Report on U.S. Merchandise Trade, U.S. Department of Commerce, September 19, 1991,
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