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THE U.S. INVESTMENT GAP

FRIDAY, MAY 8, 1992

CONGRESS OF THE UNITED STATES,
Joint Economic COMMITTEE,
Washington, DC.

The Committee met, pursuant to notice, at 10:35 am., in room
SD-628, Dirksen Senate Office Building, Honorable Paul S. Sarbanes
(chairman of the Committee) presiding.

Present: Senator Sarbanes and Bingaman, and Representatives Ar-
mey and Obey.

b Also present: Lee Price and Mark Forman, professional staff mem-
€rs.

OPENING STATEMENT OF SENATOR SARBANES,
CHAIRMAN

SENATOR SArBANES. We will now turn to our second hearing this
morning. The Joint Economic Committee is meeting to examine invest-
ment in the U.S. manufacturing sector, relative to our major foreign
competitors. If Mr. Courtis, Mr. Choate and Mr. Barfield would come
forward, we will commence with our second hearing this morning.

[Pause.]

In our second hearing this morning the Joint Economic Committee is
meeting to examine investment in the U.S. manufacturing sector, rela-
tive to the investment made by our major foreign competitors.

Twenty or thirty years ago, few American businesses or policymak-
ers paid much attention to the investments being made by foreign com-
petitors. American producers held a strong technological lead in most
major industries. Rivals here at home posed the primary competitive
threat to most American producers. So, when they talked about compe-
tition, they thought about other American producers rather than produc-
ers overseas.

Today, virtually all major American producers face stiff competition
from foreign producers. A growing number of U.S. industries no longer
hold technological leadership and some have fallen behind their foreign
rivals. The future prosperity of the American economy will hinge less
on whether we do better than our own past history, and more on
whether we can do better than our foreign rivals.

Unfortunately, debates over investment in the United States too often
ignore the importance of foreign competition. Some point to one set of
numbers to argue that investment in the 1980s was modestly better than
the 1970s, while others point to other numbers indicating that the 1980s
were much worse. In other words, they make a chronological compari-
son solely within the United States. Meanwhile, major foreign rivals
such as Japan and Germany, are investing at higher rates than the
United States by virtually all measures.
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At today's hearing, we want to put aside the comparisons of U.S.
time periods and focus on current international comparisons. In particu-
lar, we have asked our witnesses to compare the recent investment pat-
terns of the United States and our major foreign economic rivals,
particularly Japan.

In recent years, while U.S. investment in the manufacturing sector
has been slumping, Japanese investment in manufacturing has been
booming. Despite a population half our size, Japan's manufacturers
have spent more on investment than manufacturers in the United States,
both in R&D and in plant & equipment. Other evidence shows Japa-
nese producers investing more than American producers to train the av-
erage manufacturing worker.

This "investment gap" between the U.S. manufacturing sector and its
major foreign rivals will have a lagged effect on U.S. producers. It will
take several years for Japan's spurt of investment in new product design
and process modernization to work its way through the factory and to
then be reflected in a greater share of world markets. Likewise, a slump
in our investment would take a period of time to work itself throu
and be reflected in a declining share of world markets. Thus, we will
not observe the full effect of this gap on sales and in jobs and on the
trade balance until later in this decade.

We have with us this morning some witnesses who have analyzed the
recent investment patterns in the United States and abroad, and they
will share with us their observations of the likely effect that this will
have on U.S. producers in the years ahead. We are particularly inter-
ested in hearing about their perspective on the competitive position of
specific U.S. industries.

Mr. Ken Courtis is a financial analyst based in Tokyo who is thor-
oughly familiar with the investments being made in the Japanese manu-
facturing sector, and has also been examining U.S. industries.

Mr. Claude Barfield is a trade economist at the American Enterprise
Institute. He has written about American research and development ac-
tivities. Mr. Pat Choate is the director of the Manufacturing Policy Pro-
ject and has had a longstanding interest in the competitive position of
U.S. manufacturing industries. Gentlemen, we are very pleased to wel-
come you to the committee. We are looking forward to this panel.

We have your full statements, so if you could, please summarize
them for the record. After we have heard from all three of you, we will
80 to questions. Before I turn to you, Mr. Courtis, I will defer to any of
my colleagues who may have some remarks.

OPENING STATEMENT OF REPRESENTATIVE ARMEY

REPRESENTATIVE ARMEY. Thank you, Mr. Chairman. I'm going to ask
that my formal remarks be placed in the record. In addition to that, let
me thank you for calling these hearings, and I express my welcome to
each of the panel members. Particularly, I am delighted to see Mr.
Choate, a former graduate school colleague of mine. I should mention,
Pat, this last week I had the opportunity to visit with Professor Hibden,
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and we still agree that microeconomics is number one. | should think
Jim and I will always share that conviction.

Mr. Chairman, other commitments will not allow me to remain for
the hearings and so I must go. Before I do, | wonder if I could anchor
my side with a couple of quotes from Adam Smith. In the hearings, 1 al-
ways worry about the fact that they may go astray and down the prim-
rose path of protectionism or national industrial policy, so if 1 could
just cite Smith, with respect to both of those.

With respect to the question of whether or not there should ever be
public direction of the Nation's capital, Smith's great observation, and
my favorite Smith quote is:

No where would it be so dangerous as in the hands of those who
had folly and presumption enough to think themselves fit to exer-
cise it.

Then, secondarily, with respect to the fear that we may move in a
protectionist direction, let me just cite Smith's observation about trade,
as he cited the wonders of specialization and exchange and said:

What is wise and prudent for individual families can scarce be
folly for great nations.

With two quotes from Adam Smith, I am absolutely confident that
we have built a foundation of truth that can not be endangered and I
therefore must move on to my other duties.

Gentlemen, again I thank you for being here and I look forward to
reading your testimonies. Thank you, Mr. Chairman.

SENATOR SARBANES. Congressman Obey, any comments?

[No response.] -

SENATOR SARBANES. We are pleased to be joined by Senator Binga-
man, who has taken a keen interest in this competitive issue. Senator
Bingaman, any comments?

SENATOR BinGaMan. | have no statement. | appreciate the witnesses
and appreciate your having the hearing.

SENATOR SARBANES. Mr. Courtis, we would be happy to hear from
you, Sir.

STATEMENT OF KENNETH COURTIS,
FIRST VICE PRESIDENT, DEUTSCHE-BANK CAPITAL MARKETS

Mg. CourTis. Mr. Chairman, members of the Committee, I am de-
lighted to be here with you this moming. [ express my gratitude for the
gracious invitation to come and share with you a few ideas that we
have in looking at the investment and research figures about Japan and
North America.

You have asked me today to address these issues and to set them into
perspective. I think that it is interesting to take a minute or two to con-
sider the serious problems that Japan gaces today. The economy is in a
recession, a recession that will take another two or three years to really
unwind itself. This recession comes after a remarkable growth faze in
Japan. In just the last 60 months, compared to America over the last
decade, the Japanese economy has increased by 30 percent in real
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terms, from 1979 to 1989, which grew at 30 percent. Japanese manu-
facturing has increased by 34 percent in real terms over that period.

Over the last 60 months, that growth cycle in Japan was essentially
driven by capital investment. From 1986 to 1991, that economy in-
vested just over three trillion dollars in net new manufacturing plant
and equipment investment and another 500 billion dollars in R & D.
That has given this economy even more momentum, such that, as it
goes through this recession, it melts off the fat that was accumulated
during the heady growth period of the 1980s and restructures and
slashes costs. And I believe it will come out of this recession even
stronger than it has been in the past.

But this massive investment in Japan that we have seen over the last
five years is not something new. Indeed, it is characteristic of the Japa-
nese economy over the last 30 years. Indeed, as a proportion of GNP,
Japan has invested more than the United States every year for the last
quarter of a century. But it probably didn't matter much in the 1960s
when Japan, relative to America, was about the size of Korea today but
it certainly does now when that economy is 60 percent the size of the
United States.

If you take the figures that the IMF released two weeks ago about
long-term sustainable growth rates, if these trends were to continue
over the next decade, the economy of the United States and the econ-
omy of Japan would be about the same size, on the basis of current fig-
ures.

Mr. Chairman, you mentioned the things that are now in the pipeline,
on the basis of investments that have already been made by the
mid-1990s, Japan will have a manufacturing base that is larger than that
of the United States.

Already we can see in the trade numbers the effects of this massive
investment in R&D. Remember the Plaza Accord? The devaluation of
the dollar was designed to resorb the Japanese trade account surplus.

Remember on the eve of Plaza in 1984, the trade account surplus was
44 billion dollars. So far this year, the trade account surplus of Japan is
running at an annual rate of three times that, at 132 billion dollars a
year. The increase in the trade account surplus is a direct result of Ja-
pan's increased competitiveness, which itself is an increase as a direct
result of this massive investment and R&D.

On a per capita basis—and I submit that that is a proper basis for
evaluating these numbers—in 1991, Japan outinvested America by
about $3,200 per capita. Japan's investment was $5,320 per capita.
America was $2,177 per capita.

At that point, the gap is no longer a quantitative one. It starts to be-
come qualitative. If I am investing $2,000 a year, maybe I have the best
electric typewriter available. If my competitor is investing $5,400 a
year, his people have an engineering work station, and it doesn't matter
how long or how hard I work with my typewriter. I can't be competitive
over the long term with someone who is working with an electronic
work station.

So it is that investment gap that I think is critical to the economic po-
sition of this country during the period ahead. When you look at that
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investment gap on a per capita basis and you aggregate it, the numbers
then become really of the type that should focus our mind. The invest-
ment gap screams out to be addressed. The investment gap is about
three quarters of a trillion dollars on a nominal basis, when we aggre-
gate it for population size.

But even if we were to use, Mr. Chairman, the purchasing power par-
ity index that the OECD or the IMF proposes—and I hesitate to do this
because the purchasing power parity index is based on the price of con-
sumner goods and there is no agreement about what PPP should be: Esti-
mates vary between 138 yen to the dollar and 212 yen to the dollar. But
let's just take the recent IMF, one which is 192 yen to the dollar. Even
on that basis, Japan outinvested America last year on a per capita basis,
aggregated for the population, by $400 billion. You can make the argu-
ment that the yen is undervalued at these exchange rates, otherwise
why would this economy have a $130 billion trade surplus.

So how ever you cut the numbers, even if you take the approach that
minimizes the gap, the gap is huge and increasing, and will increase at
an increasing pace through the 1990s, unless the current course of af-
fairs is reversed.

Let me go on to the second gap that [ see emerging, and that is the
gap in research. In 1991 the Japanese invested about $825 per capita in
research. North America and America invested about $600 per capita.
Of the research in North America, the research of the United States,
about 45 percent is government funded. Of that government funded re-
search, about four-fifths of that is related to military expenditure.

If, in the post-Cold War era, military budgets are unwound, we will
find very quickly that that small gap is now starting to open up in the
research field is going to very quickly accelerate. Certainly, the Japa-
nese are moving on their part to accelerate, to deepen the gap, because
they have established as a research target for 1996 3.5 percent of GNP.
Research to GNP in North America peaked in the mid-1980s and is
now running at 2.8 percent of GNP. So the gap now will become in-
creasingly important if military research cannot be replaced by
corporate-sector research.

Mr. Chairman, | submit that what we are seeing in the marketplace
today, the new products coming out of Japan, the lower cost structure
coming out of Japan is really the result of decisions made in Japan by
corporate Japan in the mid-1980s, in the post-Plaza period. The things
that are coming out of the pipeline by the mid-1990s will be the result
of decisions that are made now.

When we look at the decisions that Japan has made over the early
1990s, we can already see where their position is. In the 36 fastest
growing industrial sectors in 1980, America was ahead or leading in
31, Japan ahead or leading in nine. In 1990, of the 36 fastest growing
industrial sectors, America was ahead or leading in 24, Japan in 17.

On the basis of the best information that we have with capital invest-
ment and on R & D and talking to what I think are the best minds on
these issues around the world, our projections are that if the current
course of affairs is not changed by the year 2000 in the 36 fastest grow-
ing industrial sectors, Japan will be ahead or leading in 31 and America
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will be ahead or leading in only 16. That is the nature of the shift in the
international economic industrial balance of power that I think, over the
long term, would condition the international political role that America
can play.
ank you very much.
[The prepared statement of Mr. Courtis, together with attachments,
follows:]
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PREPARED STATEMENT OF KENNETH COURTIS

Good Moming,

My name is Kenneth Courtis; I am First Vice-President of Deutsche-Bank
Capital Markets, and lecture at Tokyo and Keio Universities. As Strategist and
Senior Economist for the Deutsche Bank Group in Asia, I conduct analysis on
major economic, industrial, technological and financial developments in Japan
and the Pacific, and attempt to assess their impact on the world economy. Itis an
honour to be with you today. :

You have asked me today to address the questions of recent developments
in the Japan's domestic economy and financial markets, the longer-term trends at
work in the Japanese economy, and to compare these with U.S. industrial
performance.

Japan today is facing a number of serious problems. After five years of
unprecedented expansion, during which the economy grew by an amount equal to
the entire annual GNP of France, the world's fourth largest economy, Japan is
today in recession. Although both the equity and real estate markets have fallen
substantially from the peak of early 1990, both markets are yet to bottom. More
pain is ahead. Caught in the tightening jaws of a policy-induced liquidity
squeeze, a sharp decline in earnings, and the inability to raise new funds in the
equity market, corporate Japan has entered still another phase of sharp cost
cutting, and rationalization.

One immediate result of this situation is that wage increases this year will
be the lowest since 1985, and so consumer spending, which has already slowed
from the heady pace of the late 1980's, will slow still further. That is the key
reason why imports to Japan have been so weak in recent months, and are set to
remain anemic during the period ahead. At the same time, Japan's exports have
surged.

The direct and immediate result of these dynamics is that Japan is
currently running a trade account surplus at an annual rate of $132 billion. That



is two and half times the trade surplus in 1984, on the eve of the Plaza Accord
which was presented at the time as the panacea for eliminating Japan's trade
surplus.

The key reason that Japan's exporters have moved so aggressively back on
to the attack in world markets, however, is not the recession in Japan's domestic
economy. Rather, it is the result of the unprecedented levels of private sector
plant and equipment investment and the building commitment to research and
development that now characterize Japan's domestic economy.

From 1986 through the end of last year, total private sector plant and
equipment investment in Japan's domestic economy exceeded $3 trillion dollars.
In addition, Japan committed another $500 billion to research and development.
It is this massive investment that has been critical to the strategic repositioning of
the Japanese economy since the mid-1980's and which, despite the present
recession, positions Japan to continue to have the fastest growing economy in the
OECD economy through the 1990's.

Indeed, rather than the current recession announcing the eclipse of Japan as
an economic super-power, analysis of the deeper, long-term forces at work in
the economy suggests that the effect of the current transition will be to set the
economy on track for a new period of explosive expansion, and a still stronger
international competitive position than the country enjoys today.

Further, should current long-term trends continue, I expect Japan to
become the world's number one manufacturing power by the mid-1990s, and
surpass the United States as the world's largest economy early in the next
decade. That would perhaps leave the United States as the world's leading
political power, but would mean that America would have slipped to second place
as a world economic power.

Today, America's manufacturing sector is roughly $1.2 billion and that of
Japan $1 trillion. Should present trends remain in place, Japan's manufacturing
sector would exceed that of the United States in absolute terms as early as 1996.

Three forces at work in the economies of Japan and the United States are
key to driving these shifts in the international economic, industrial, and financial
balance of power:

1. A building investment gap between Japan and the United States which is
seeing Japan widely out-distance America in the installation of new investment in
plant and equipment.



2. An widening deployment gap that sees Japan deploy state of the an
manufacturing equipment faster and more widely than the United States.

3. An expanding performance gap which is seeing Japan's leading
corporations play an increasingly dynamic and leading a role overall in an ever
larger number of critical industrial sectors for the future.

Of these, the most striking factor is the investment gap between Japan and
the United States.

In absolute dollar terms, Japan has been out-investing the United States by
an increasing amount since the late 1980's. On the basis of nominal data, Japan
out invested the United States by just over $110 billion in 1991,

When one thinks of the relative price structure of the two countries, the
widely documented difference in prices between the two countries leads at first to
think that nominal figures overstate the investment gap. Is it not the case that
typically Japanese products that one finds in the shops of America are cheaper
than they are in Japan?

That certainly is the case for a wide variety of. consumer products. But
when one considers only investment goods, it is the reverse that is the case.
Capital equipment is typically cheaper in Japan than it is abroad. As a result,
when investment figures are set on a real basis, after adjusting for inflation, the
investment gap widens still further, and was some $230 billion last year.

But even these figures do not allow 0 measure the real extent of the
building investment gap between Japar and the United States.

Japan's economy is only three-fifths that of the United States, and its
population is only just half of that of America. What is critical from an
international competitive perspective is not absolute dollar values of capital
investment, but rather the investment effort a country is making relative to its
overall GNP.

From this perspective, not once in a quarter of a century has America
invested as much as Japan. And the gap has doubled since the mid-1980's, such
that while America has invested just over 0% of its GNP in new plant and
capital equipment in recent years, Japan has climbed up to 20% of its GNP.

In absolute dollar terms, on an inflation-adjusted basis,that means that
Japan out-invested America last year by some $440 billion. While capital
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investment will be down this year and next in Japan because of the recession, this
already massive investment gap is set to widen still further through mid-decade.

When measured on a per capita basis, which analysts agree is the most
appropriate base of measure, the investment gap takes on its full, critical
importance. In 1991, Japan invested some $5,320 per capita, while America
invested $2,177. When measured on a total population basis, ‘that means that the
investment gap was an enormous $794 billion dollars in 1991.

Some analysts contest these figures and argue that purchasing price parity
_ (PPP) adjustments to the data must be made in order to take a real measure of the
comparable investment effort being made in the two economies. With estimates
of the PPP yen to dollar exchange varying between 138 and 212 yen to the dollar,
it is far from clear how useful such calculations are for analytical work.

Further, PPP calculations are based on comparable baskets of consumer
goods, between economies, and so do not capture what is really at issue: the
international competitive effect of the widely different investment effort being
made by Japan and the United States. Since capital equipment is typically cheaper
in Japan than the U.S., it makes little sense to use the consumer PPP to measure
differing levels of investment between the two nations.

But even when the PPP exchange rate most favorable to the United States
is used, the trend to a widening investment gap remains unchanged. America's
investment gap with Japan is absolutely enormous, and continues to expand on a
long-term basis.

Mr. Chairman, I would ask permission at this point to submit for the
record a series of charts on the investment performance of the United States and
Japan.

I would be happy to respond to any questions. Thank you.
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JAPAN AND UNITED STATES
TOTAL CAPITAL INVESTMENT

('n NOMINAL U.S. $ BILLIONS)

1982 1983 1984 1685 1986 1987 1988 1988 1999 1991
JAPAN 163 173 194 217 317 386 498 534 596 661
UNITED STATES 414 400 469 504 492 497 545 571 587 550
INVESTMENT GAP
(US MINUS JAPAN) 251 227 275 287 175 111 47 37 9 111

NOTE: Data are nominal and based on totai private sector plant and equipment investment for Japan and U.S.

Currency conversions are based on average annual exchange rate.
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JAPAN AND UNITED STATES

CAPITAL INVESTMENT TO GNP
(PERCENT OF NOMINAL GNP)

1982 1983 1984 1985 1986 1987 1988 1989 1890 1991
JAPAN 149 145 152 16.1 159 159 171 185 195 195
UNITED STATES 131 117 124 125 115 109 111 109 106 9.7
INVESTMENT GAP
(US MINUS JAPAN) -1.8 -2.8 -28 -3.6 4.4 -5.0 -6.0 -7.6 -8.9 -9.8

NOTE: Data sre based on total nominal private sector plant and equipment investment for Japan and U.S.
Currency conversions are based on PPP exchange from IMF.
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JAPAN AND UNITED STATES
CAPITAL INVESTMENT PER CAPITA

(IN NOMINAL. U.S. DOLLARS)

1982 1963 1984 1985 1986 1887 1988 1989 1990 1991

JAPAN 1,372 1,449 1,610 1,791 2601 3,159 4,057 4,331 4,672 5,320

UNITED STATES 1,783 1,707 1,979 2,106 2,036 2,037 2,213 2,308 2,348 2,177

INVESTMENT GAP
(US MINUS JAPAN) 411 258 369 315 -565 -1,122 -1,844 -2,023 -2,324 -3,143

NOTE: Data are based on total nominal private sector plant and equipment Investment for Japan and U.S.
Currency conversions sre based on average annusl sxchange rate.
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JAPAN AND UNITED STATES

TOTAL CAPITAL INVESTMENT
(In REAL U.S. $ BILLIONS)

1982 1983 1984 1985 1986 1987 1988 1989 19890 1991
JAPAN 164 178 198 222 331 422 552 590 640 725
UNITED STATES 418 406 473 504 483 481 513 524 530 495
INVESTMENT GAP
(US MINUS JAPAN) 253 228 275 282 152 59 -39 66 -110 -230

NOTE: Data are based on total real private sector plant and equipment investment for Japan and U.S.
Currency conversions are based on average annual exchange rate.
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JAPAN AND UNITED STATES

CAPITAL INVESTMENT TO GNP
(PERCENT OF REAL GNP)

1982 1983 1984 1985 1986 1987 1888 1989 1990 1991

Ll

JAPAN 158 158 16.7 18 185 18.2 2141 232 251 253
UNITED STATES 116 110 125 125 118 118 123 1.7 116 112
INVESTMENT GAP

(US MINUS JAPAN) -4.2 -4.8 42 =55 -6.7 7.4 88 -11.5 -135 -14.1

NOTE: Data sre based on total res private sector plant and equipment Investment for Japan and U.S.
Currency conversions are based on average annual exchange rate.



JAPAN AND UNITED STATES
CAPITAL INVESTMENT PER CAPITA

(IN REAL U.S. DOLLARS)

1982 1983 ‘1984 1985 1986 1987 1988 1989 1990 1991

JAPAN 1,375 1,455 1,615 1,791 2,635 3,257 4,201 4,527 4,831 5,491
UNITED STATES 1,800 1,733 1,996 2,106 1,999 1,972 2,083 2,118 2,120 1,960
INVESTMENT GAP

(US MINUS JAPAN) 425 278 381 315 -636 -1,285 -2,118 -2,409 -2,711 -3,531

NOTE: Data are based on total real private sector plant and equipment investment for Japan and U.S.
Currency conversions are based on average annual exchange rate.
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JAPAN AND UNITED STATES
TOTAL CAPITAL INVESTMENT

(U.S. $ BILLIONS on a PPP basis)

1982 1983 1984 1985 1986 1987 1988 1989 1890 1991

JAPAN 147 161 188 217 287 316 382 404 411 464
UNITED STATES 414 400 469 504 492 497 545 571 587 550
INVESTMENT GAP

(US MINUS JAPAN) 267 239 281 287 205 181 163 167 176 B6

NOTE: Data are based on total real private sector plant and equipment investment for Japan and U.S.
Currency conversions are based on PPP exchange rete from IMF.
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JAPAN AND UNITED STATES

CAPITAL INVESTMENT PER CAPITA
(IN U.S. DOLLARS ON A PPP BASIS)

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991

JAPAN 1,240 1,351 1,584 1,791 2,356 2,586 3,108 3,275 3,317 3,735
UNITED STATES 1,783 1,707 1,979 2,106 2,036 2,037 2,213 2,308 2,348 2,177
INVESTMENT GAP

(US MINUS JAPAN) 543 356 395 315 -320 -549 -895 -967 -969 -1,558

NOTE: Data are based on total private sector plant and equipment investment for Japan and U.S.
Currency converslons are based on PPP exchange from IMF.
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JAPAN AND UNITED STATES
INVESTMENT GAP ON A PROPORTION OF GNP BASIS

[IN US $ BILLIONS)
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JAPAN AND UNITED STATES
PER CAPITA INVESTMENT GAP ON A TOTAL US POPULATION BASIS

(US $ BILLIONS)
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JAPAN AND UNITED STATES
PER CAPITA INVESTMENT GAP ON A TOTAL US POPULATION BASIS

{IN US $ BILLIONS)

19082 1983 1984 1986 1880 1987 1988 1989 1980 1991

NOMINAL (PPP BASIS) -126 -83 -84 -75 77 134 220 239 242 394
/

REAL (PPP BAS!IE’») -129 -88 -101 -75 94 169 279 323 327 478

NOMINAL -95 -60 -87 -75 137 274 454 500 581 794

REAL -98 -65 -90 -76 154 302 522 596 678 891
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JAPAN AND UNITED STATES
INVESTMENT GAP ON A PROPORTION OF GNP BASIS

(IN US $ BILLIONS)

1982 1983 1984 1985 1986 1987 1988 1989

1990

1991

NOMINAL (PPP BASIS) 17 31 35 48 79 87 134 166
REAL (PPP BASIS) 43 55 53 74 119 144 192 242
NOMINAL 20 33 36 48 87 121 174 220

REAL 20 33 36 48 87 121 174 220
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267

264

264

232

309

332

440
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JAPAN AND UNITED STATES

TOTAL R&D

(IN NOMINAL U.S.$ BILLIONS)

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991
JAPAN 26 30 33 37 55 68 83 86 90 100
UNITED STATES 81 88 100 116 122 128 136 145 151 157
::.Vs?ﬂxgts‘zf::m 55 58 67 79 67 60 53 59 61 57

NOTE: Data are nominal and based on total R&D spending for Japan and U.S.
Currency conversions are based on sverage annual sxchange rate.
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JAPAN AND UNITED STATES
R&D PER CAPITA

(IN NOMINAL U.S. DOLLAR)

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991
JAPAN 221 253 276 308 448 556 675 695 725 854
UNITED STATES 349 376 422 485 503 523 554 585 603 622
INVESTMENT GAP
(U.S. MINUS JAPAN) 128 123 146 177 55 -33 -121 110 -122 -232

NOTE: Data are nominal and based on total R&D spending for Japan and U.S.
Currency conversions are based on average snnual exchange rate.
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JAPAN AND UNITED STATES

R&D TO GNP
(% OF NOMINAL GNP}
19862 1983 1984 1985 1986 1987 1988 1989 1990 1991
JAPAN 24 25 2.6 28 27 28 29 3.0 3.0 3.1
UNITED STATES 2.6 2.6 2.6 2.9 2.8 2.8 2.8 2.8 2.7 2.8
INVESTMENT GAP
0.1 0.0 0.1 0.1 o0 -01 0.2 -03 -03

(U.S. MINUS JAPAN) 0.2

NOTE: Dsta are based on total R&D spending tor Japan and U.S.
Currency conversions are based on average snnual exchange rste.
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JAPAN AND UNITED STATES
TOTAL R&D

(IN REAL U.S.$ BILLIONS)

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991
JAPAN 27 31 34 37 55 68 84 85 89 102
UNITED STATES 87 92 102 116 120 124 129 133 134 137
INVESTMENT GAP

(U.S. MINUS JAPAN) 60 61 68 79 65 56 45 48 45 35

NOTE: Data are based on total real R&D spending for Japan and U.S.
Currency conversions are based on average snnual exchange rate.
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JAPAN AND UNITED STATES

R&D TO GNP
(% OF REAL GNP)
1982 1983 1984 1985 1986 1987 1988 1989 1990 1991
JAPAN 2.4 2.5 2.6 2.8 2.8 2.9 2.9 3.1 3.2 3.3
UNITED STATES 2.4 2.5 2.6 2.9 2.9 2.9 2.9 2.9 2.9 3.0
INVESTMENT GAP
0.0 0.0 0.1 0.1 00 00 02 -03 -03

{U.S. MINUS JAPAN) 0.0

NOTE: Data are based on total real RAD spending for Japan and U.S.

Currency conversions are based on average annual exchange rate.
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JAPAN AND UNITED STATES
R&D PER CAPITA

(IN REAL U.S. DOLLAR)

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991

JAPAN 229 259 279 308 448 559 681 690 716 822

UNITED STATES 375 393 432 486 497 509 526 536 537 544

0¢

INVESTMENT GAP :
(U.S. MINUS JAPAN) 146 134 153 178 49 -50 -186 -154 179 -278

NOTE: Data are based on total real R&D spending for Japan and U.S.
Currency conversions are based on average annusl exchange rate.



JAPAN AND UNITED STATES
R&D GAP ON A PROPORTION OF GNP BASIS

(U.S. 8 BILLIONS)
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JAPAN AND UNITED STATES

R&D GAP ON A PROPORTION OF GNP BASIS

(U.S. $ BILLIONS)
1982 1983 1984 1985 19868 1987 1988 1989 1990 1991
NOMINAL (PPP BASIS) -6.3 -3.4 0 -4 -4.3 0 4.9 1‘0.4 16.6 17
REAL (PPP BASIS) 0 0 0 4.1 4.2 0 o 92 139 138
NOMINAL 6.3 -3.4 0 -4.4 -4.3 0 49 105 165 227 ‘
REAL -3.6 0 0 4.1 4.2 0 0 9.1 139 138
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JAPAN AND UNITED STATES
PER CAPITA R&D GAP ON A TOTAL US POPULATION BASIS

(U.S. $ BILLIONS)
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JAPAN AND UNITED STATES
PER CAPITA R&D GAP ON A TOTAL US POPULATION BASIS

(U.S. $ BILLIONS)

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991

NOMINAL (PPP BASIS) 39 3 38 43 22 13 -1 -4 7 8
REAL (PPP BASIS) 35 33 36 -42 23 17 9 15 22 6
NOMINAL 30 29 -3¢ 42 13 8 30 27 31 59

REAL -34 -31 -36 -43 -12 12 38 38 45 70
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SENATOR SARBANES. Mr. Barfield, we would be very happy to hear
from you.

STATEMENT OF CLAUDE BARFIELD, COORDINATOR, TRADE
POLICY STUDIES, THE AMERICAN ENTERPRISE INSTITUTE

MR. BarrieLp. Thank you very much, Mr. Chairman.

Because the hearing was put together fairly quickly and I had to
think about what would be a contribution, in terms of testimony, to
launch us into questions, and because with much of what Mr. Courtis
has to say about the investment gap, I don't disagree, I thought I would
look at the outputs out of the United States for the last decade to give
us another launching point for whatever discussion you want for the
rest of the time period.

So what I have done is put together a group of charts, and 1 would
like to walk briefly through them and then we can get on to the discus-
sion. You have, I think, the charts in front of you.

Basically, what [ wanted to do was take a look at U.S. manufacturing
vis-a-vis not so much Japan—not Japan at all—but vis-a-vis the rest of
the world and vis-3-vis where the restructuring of our economy, vis-a-
vis earlier times, to give us some sense of where it seems to be trend-
ing.

SenaTOR SarBanes. Could I interject? When you say the rest of the
world, you are taking about everybody, is that right?

MR. BarrieLp. Yes. You will see that when I talk about growth rate, 1
am focusing on either externally everyone or what is happening inter-
nally in the United States. I'm not particularly focusing on Japan.

SENATOR SarBANES. Or even the industrial countries?

MRr. BarrieLp. No.

SenaTOR SarBanes. You are including all of the underdeveloped
countries?

MRr. BarrieLp. That's right. I don't think it would be important in the
equation—the underdeveloped—except for those countries, such as the
gang of four, which are now appearing in terms of percentages of ex-
ports, percentages of GNP. I don't think the lower level of the world
economies are important in any sense for our discussion today.

From Chart 1, you can see manufacturing import into the United
States has grown faster than the rest of the world, from 1979 to 1989.
Chart 1 shows, according to World Bank data, U.S. output of manufac-
turing grew at an average compound rate of about 3.8 percent. From
1980 to 1989, world manufacturing grew at a somewhat lower rate of
3.5 percent. Our output, just for comparison with the World Bank, does
have comparisons for the United States. It doesn't have them for the
rest of the manufacturing world from 1965 to 1980, which is not on
here. Our average compound rate was about 2.5 percent.

SENATOR Sarsanes. Would those figures change significantly if the
base year was not a recession year? 1980 was a recession year.

MR. BarrieLp. 1 think 1980 would be a lag in output. You are com-
paring the same years roughly. It is not a peak. 1989 is the end of a
growth period for the United States, where you're actually slowing
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down a little bit. From 1979 to 1980 was about the same. There may be
some adjustment, but it has not been thrown in to say it is a year of re-
cession and a year of growth.

U.S. manufacturing grew somewhat more rapidly than the average
growth of nonmanufacturing sectors in the U.S. economy. As Mr.
Courtis pointed out, I think the constant dollar output of U.S. manufac-
turing grew by about 34 percent. Since the rest of the U.S. economy did
not grow quite so fast, this meant that the share of manufacturing in
U.S. constant dollars between 1979 and 1989 grew from 22.3 percent
of GNP to 22.6 percent.

I want to talk a little bit about the other charts and tables—the re-
structuring within the manufacturing sector. While U.S. manufacturing
overall has experienced substantial growth changes in output for indi-
vidual industries, manufacturing has varied widely. Machinery has
been the fastest growing U.S. manufacturing industry, with production
mogf: than doubling in ten years, and here I would refer to Chart 3 and
Table 1.

Exceptionally strong growth was also recorded for petroleum and
coal products, up 80 percent. Transportation equipment, other than mo-
tor vehicles, is up almost 80 percent. Rubber and plastic products, 56
percent. Electric and electronic equipment, up about 50 percent.

The other end of the spectrum: manufacturers of tobacco, leather
products, natural resources and primary metals, as you can see, have
declined dramatically.

Look at Table 2. If you would refer to these next changes, it relates
to changes in industry shares of total U.S. manufacturing input. Table 2
shows the share of total manufacturing output accounted for by each
manufacturing industry in 1979 to 1989, as well as their rank order in
each year.

The largest single change or gain has been the rise in the share of
machinery, from 12 percent of U.S. manufacturing since 1979 to 18.8
percent in 1989. The largest single decline in share or gain is primary
metals, down from 7.4 percent to 4 percent in 1989.

Now, Chart 4 shows the change in the share of U.S. manufacturing
output, between 1979 and 1989, for each of the 21 manufacturing in-
dustries. It is striking that U.S. manufacturing sectors gaining share
tend to be those that one would expect the production of higher tech-
nology products are located: machinery and electronic equipment, non-
automotive transportation equipment—aircraft, in particular—chemi-
cals and allied products. In fact, these four sectors increase their collec-
tive share of U.S. manufacturing output, from 33 percent, or just over
33 percent, in 1979 to 43 percent, to almost 44 percent in 1989.

The point that is made by these charts is that what you are seeing, in
terms of the internal restructuring of the American economy, is a grad-
ual shift, and this was not new to this decade. I think the trend went
along at the same pace that you would have found if you had taken
1970 to 1980 or 1960 to 1970, from lower to higher value manufactur-
ing products; or in a simply form, from lower technology to higher
technology products. This has been, I think, a long-term trend in the
U.S. economy, and it continued unabated in the 1980s.
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There are numbers of export expansions. Export expansion has aided
the growth of manufacturing output. Between 1979 and 1989, U.S. real,
nonagricultural exports—90 percent of which are manufacturers—rose
at an average compound rate of 4.6 percent—and here 1 would refer
you to Chart 7—compared to a 2.5 growth in real, gross domestic prod-
uct. As a result, nonagricultural exports rose from 5.1 percent of con-
stant dollar GNP in 1979 to 6.4 percent in 1989.

Before I get to the final point on exports, there is a final chart, which
I included that also shows, in terms of our exports and international
competitiveness, what you have seen from the restructuring internally,
and that is our high technology exports from 1982, when we came out
of the recession—excuse me, 1986—at the point where the recovery
was in juxtaposition with a lower dollar, increased dramatically to
about $37 billion by 1990, which is the last year that I take.

I should make one point. This is at a time, if you take the rest of the
1980s when the manufacturing trade balance went deeply into deficit,
but the high technology exports—and I should say that what I am using
here is a Department of Commerce measure, which is now standard,
and which they just brought into effect about two or three years ago,
where they abstract out from the individual, larger sectors. From elec-
tronics, they abstract out the higher value-added elements of electronics
machinery—steel or whatever. So it is disaggregation that gets you to
the most intensely R&D components or R&D-based components of our
export performance. There we did quite well, as one would have ex-
pected, from the restructuring of the economy internally.

SENATOR SarBANES. Do you take the aerospace category as being a
high technology category? '

MR. BARFIELD. Yes. I'm sure they do. This is not mine. This is the
Commerce Department. I'm sure that this particular measure does. As 1
say, what they're trying to do is to go beyond the disaggregation that
they had attempted earlier within sectors so that there may be some
component. I'm not familiar enough with the internal dynamics of the
way they do this to know if there is any particular component. In aero-
space I would think most of it is included.

Thank you very much.

[The tables of Mr. Barfield presented at the hearing follow:]
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Growth of U.S. Manufactures

by SIC Category: 1979 to 1889

Source: Ses Taxt
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Annual Average Change in GDP Components
Constant Dollar Basis: 1979-1989

Source: Ses Text
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Table 1

1989 1879
Percent Change ___ (SBillions
1979 to 1989  _Constant 1982}
Gross National Product 29.0% 4,117.7 3,192.4
Non-Manufacturing 28.6 3,188.7 2,480.2
Manufacturing 30.4 929.0 712.2
purable Manufactured Goods 14.8 £83.7 433.1
Lumber and Wood Products 18.0 25.6 21.7
Furniture and Fixtures 11.9 12.2 10.9

Stone, Clay and Glass

Products 0.4 23.6 23.5
Primary Metal Industries - 30.0 36.9 52.7
Fabricated Metal Products 17.5 65.8 56.0
Machinery, except Electrical 104.3 174.9 85.6
Electric and Electronic .

Equipment 50.8 90.8 60.2
Motor Vehicles and Equipment - 8.3 47.3 51.6
Other Transportation Equipment 79.2 63.8 36.5
Instruments and Related

Products 18.8 26.6 22.4
Miscellanecus Manufacturing

Industries is.0 16.2 12.0

Nondurable Manufactured Goods 23.4 345.4 279.¢
Food and Kindred Products 18.2 70.3 59.5
Tobacco Manufactures - €8.7 3.1 9.9
Textile Mil1l Preoducts - 1.8 16.7 17.0
Apparel and other Textile

Products 5.2 22.4 21.3
Paper and Allied Products 15.0 33.0 28.7
Printing and Publishing 21.6 45.1 37.1

Chemicals and Allied

Products 34.2 76.1 56.7
Petroleun and Coal Products 80.3 44.9 24.9
Rubber and Miscellanecus

Plastic Products 56.3 30.8 19.7

Leather and lLeather Products - 31.0 2.9 4.2
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Tahle 2

Industry Rank
in 1989 (and

Share of Total
Production of

(100.0%) ALL MANUFACTURING INDUSTRIES

1. (18.8%) Machinery, except Electrical

2. (.9.8t) Electric and Electronic Equipment
3, ( a.é%) Chemicals and Allied Products

4. ( 7.6%) Food and Kindred Products

5. ( 7.1%) Fabricated Metal Products

6. ( 6.9%) Transportation Equipment, except
Motor Vehicles

7. ( 5.1%) Motor Vehicles and Equipment

8. ( 4.9%). Printing and Publishing

9. ( 4.8%) Petroleum and Coal Products

10. ( 4.0%) Primary Metal Industries
11. ( 3.6%) Paper and Allied Products

12. ( 3.3%) Rubber and Misc. Plastic Products
13. ( 2.9%) Instruments and Related Products
14. ( 2.8%) Lumber and Wood Products
15. ( 2.5%) Stone, Glass and Clay Products
16. ( 2.4%) Apparel and Other Textile Pro&ucts
17. ( 1.8%) Textile Mill Products
18. ( 1.7%) Misc. Manufacturing Industries
19. ( 1.3%) Furniture and Fixtures
20. ( 0.3%) Tobacco Manufactures

21. ( 0.3%) Leather and Products

Industry Rank
in 1979 (and
Share of Total
Production of
Manufactures

10.
16.
13.
14.
12.
15.
17.
18.
19.
20.

21.

c

(100.0%)

(12.0%)

(
(
(
(

8.5%)
8.0%)
8.4%)
7.9%)

5.8%)

7.2%)
5.2%)
3.5%)
7.4%)
4.0%)
2.8%)
3.1%)
3.0%)
3.3%)
3.0%)
2.4%)
1.7%)
1.5%)
1.4%)

0.6%)



Clar 2. HIGH TECHNOLOGY TRADE BALANCE

r—— e

Billleas
S ae
N
© 30
0]
20
10
o L] B T T T T T T
1982 1983 1984 1988 1986 1987 1988 1989 1990

\"-JL H [.).4&0.“. ’\ (.'\\\ e g

e

124



44

SENATOR SARBANES. Thank you.
Mr. Choate, please proceed.

STATEMENT OF PAT CHOATE, DIRECTOR,
THE MANUFACTURING POLICY PROJECT

MR. CHoATE. I would submit my statement and I would like to make
three sets of comments, one on some highlights on a statistical compen-
dium, which I enclose; second, what this means; and, third, some areas
that I think merit some attention.

As to the question of the status of American manufacturing, what we
see in comparison with Germany and Japan is that the United States is
not making the investment that is necessary to retain our competitive-
ness vis-a-vis those economies, as Mr. Courtis indicates.

I would also suggest that when one takes a look at American manu-
facturing over time, the United States is not making the investments
that are required to retain its prior role in our economy and to maintain
its prior competitiveness levels.

I could point out a number of statistics that indicate something about
this. First, manufacturing has fallen from 23 percent of all jobs in 1969
to roughly 14 percent today.

SENATOR SARBANES. 14 percent?

MR. CHOATE. 14 percent. Government now accounts for more jobs in
the United States than manufacturing. A dramatic change.

Third, more manufacturing jobs were lost than gained in our Nation's
top 20 cities. Of the nine cities that lost jobs, they lost more than two
million manufacturing jobs. Of the 11 cities that gained jobs, they
gained fewer than 825,000 jobs.

The manufacturing share of the gross national product, as measured
in actual dollars, declined from 28 percent in the mid-1960s to roughly
19 percent in 1989. The manufacturing share of the state gross product
declined in 42 states over the past decade. And the net fixed U.S. in-
vestment, as a share of the GNP, has declined steadily since 1989.

This measures and reflects itself in our trade balances, obviously.
Between 1983 and 1991, the United States accumulated a manufactur-
ing trade deficit of $739 billion. Between 1980 and 1991, the United
States manufacturing trade deficit with Japan was $590 billion. When
we take a look at Japan and Germany and exclude them in the period
1980 to 1991, the United States actually had a manufacturing trade sur-
plus. It really says that our competitors are getting real benefits from
their investments and activities.

What are the consequences of this? I think there are several, and I
will expand on others, which are not my comments. First of all, the
manufacturing base by being strong and growing, as is happening in
Germany and Japan, is a major source of wealth creation.

Second, it underpins the service base. Increasingly, what we see as
foreign companies move abroad with a manufacturing base, they bring
service industries: architectural services, engineering services, financial
services. If you lose your manufacturing base, it will not necessarily be
replaced by the high value-added business service base.
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When we take a look at the Japanese in our markets today, we find,
for example, that they now do roughly 16 percent of all of the commer-
cial banking. They've brought their banking system with them. In Cali-
fornia they now do roughly 36 percent of all of the commercial banking
activities. :

SenaTOR Sarsanes. That is what the British thought they would do,
and it did not work.

MR. CHoaTtE. Absolutely.

SENATOR SaRBANES. The British thought that manufacturing goes
somewhere else, but they would do the banking, and the insurance, and
the legal work. They did it for awhile. They had a lag, but then it just
gig—routed right away and went right to the manufacturing base, didn't
1t

Mg. CiioaTt. Absolutely. And it is particularly critical in economies,
such as in Germany and in Japan, where you are dealing with these
large conglomerates, where alr of the the elements—manufacturing,
service, architect, engineering—are found within one financial or eco-
nomic group itself—the Kereitsu relationship. As you lose the manu-
facturing base, you have a diminished capacity to create jobs and,
particularly, to create jobs in certain parts of the country where you
want and need jobs, as in the urban areas.

Fourth, as you lose the manufacturing base you lose a certain know-
how. As a consequence of that, you lose succeeding generations of
technology. For example, as the United States has moved out of the
consumer electronics industry, we have lost the capacity to go to the
succeeding ways of consumer electronics industries.

Fifth, as you lose wealth creation, you lose a certain political influ-
ence in the world. I believe that we are at a point now, at the end of the
post-Cold War period, that political influence is going to come more
from economics and science and technology and wealth creation than it
is from the tools of war. We see ourselves already in a diminished ca-
pacity, vis-a-vis Europe and Japan because of the weakening of our
economy, vis-a-vis their economy.

And, sixth, and perhaps most importantly, we lose our capacity as a
society to undertake and make certain social investments that we need,
in truth because of the weakened condition of our economy. Over a
long period of time as a country, we have been unable to make the nec-
essary investments that we need, the training that we need in infrastruc-
ture, that we need in housing.

As to some actions that are required, above and beyond the micro-
economic measures that have been discussed many times here before
this Committee, I would bring attention to three actions that require
special attention if we are going to have the levels of investment that
we need.

The first is that we must reduce the pressures on American business
to go for the short-term results. As I trace this out—and I have testified
before this Committee before on this—the primary source of those
pressures for short-term results is found in the operation today of the
New York capital markets.
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What we now find is a circumstance in which the majority of the
shares of our 200 largest corporations are owned by institutions, pen-
sion funds, insurance companies, etc. Pension funds and institutions
own 39 percent of the equities listed on the New York Stock Exchange.
Since 1921, institutions have been given exemptions from certain taxes
on the -assumption that they would be the most patient of capital, that
they would think in the long term.

What we have seen over the past 12 or 15 years, is that they have
been the most impatient of capital. Today, institutional investors do
roughly 90 percent of all of the trades on the New York Stock Ex-
change, we find, from the mid-1980s to the present. Where in the
mid-1960s, for example, institutional investors were doing nine large
block transactions a day. That's 10,000 shares. By 1980 they were do-
ing slightly less than 600 per day. We are now to a point where they are
doing roughly 4,000 per day.

. We find a circumstance in the 1960s and 1970s where the total value
of the New York Stock Exchange was turning over roughly every four
or five years. It is now turning over roughly every 24 months. This is
the source of pressure on companies. Their owners, which are the insti-
tutions, are demanding short-term results, and if they do not give those
results, they will walk away from them. :
‘Now, that must be solved if we are going to have the long-term, pa-
tient investment that is required to compete with the Japanese and
Europeans. _

The second major area is an area that received a great deal of atten-
tion early on in this century, but over the past 20 or 30 years has fallen
out of disfavor for discussion. That is, competitive policy, particularly
as it pertains to cartels: ,

-~ As we now look around the world, what we find is that large num-
bers of our competitors operate in cartels. And what we also find is that
those cartels are sanctioned and supported by the state. Time and again,
in industry after industry, these cartels, working with their govern-
ments, have been able to close off their market from foreign competi-
tion, earn substantial monopoly profits, take those monopoly profits,
and then target industries and countries and be able to subsidize market
penetration, dumping and other anticompetitive actions by market
share, and take over industry.

Now,.for roughly 20 years, the policies of the United States govern-
ment has been, by and large, to overlook those cartels and those ac-
tions, even when they extend their operations into the United States.

I am suggesting that if we are going to have an environment that will
permit American companies to invest, it requires now that the United
States make an aggressive attack upon those cartels, particularly when
they are operating within our economy.

" And, finally, what we require now that the Cold War is over is a ma-
jor re-thinking of American trade policy. In the Cold-War era, we could
have a trade policy that, in effect, said that we wished other countries
to alter their institutions, financial organizations and approaches so that
they would be like the United States. We would make that demand un-
der the assumption that others may or may not do it but we could
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overlook the fact that they didn't do it because we wanted to maintain
them into the strategic lines against the Soviet Union.

We're now at the point where we know that other economies are es-
sentially organized around four different types of economic models: a
communist model, a mixed model in Europe, a network capitalist
model in Japan, and then a more or less market economy here. The
Japanese, the Europeans and others are not going to make the funda-
mental shifts in their institutions so that they can be like us and have
theoretical free trade.

The question for us then is to think our way throu%h on how we are
going to expend trade with other countries and play by whatever rules
they want to play with. If, with the Canadians, you can have a free-
trade agreement, free trade makes sense. If, with the Europeans, a
mixed trade arrangement is necessary, some free trade, some managed
trade, then we should have that. And with the Japanesc and other
economies where free trade is simply impossible, then it becomes nec-
essary for us to find a way to have a relationship that accepts their eco-
nomic model as it is, but expands trade and does not sacrifice the
interest of our companies and our workers.

Thank you.

[The prepared statement of Mr. Choate, together with attachment,
foliows:]
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PREPARED STATEMENT OF PAT CHOATE

Mr. Chairman and Members of the Committee:

I'am pleased 10 have this opportunity to share some thoughts with you on American
investment. manufacturing and jobs.

As part of my testimony, [ am attaching a compendium of stadstics that

will be part of a forthcoming report, The Starus of American Manufacturing and Jobs. For
today’s hearing. information is provided on the status of manufacturing in the home states
of each Member of this Commitee.

HIGHLIGHTS OF AMERICAN MANUFACTURING TODAY

The United States has a su-bng and diverse manufacturing base. Yet, it is neither keeping
pace with either its prior performance nor with that of its competitors. As a consequence,
the job and tax base of the nation, and particularly many of our major urban areas, are

threatened.

Specifically:

. Manufacturing has fallen from 23 percent of all jobs in 1969 to less than 14
percent today; :

. Government now accounts for more jobs in the United States than
manufacturing;

. More manufacturing jobs were lost than gained by the nation's twenty

largest metropolitan areas between 1969-89. Nine cities lost a total of 2
million manufacturing jobs and eleven cities gained 825 thousand jobs;

. The manufacturing share of the Gross National Product (GNP), as
measured in actual dollars, declined from 28 percent in 1965 to 19 percent
in 1989:

. The rﬁanufacxuring share of the Gross State Product (GSP) declined in 42
states between 1979 and 1989;

. Net fixed U.S. investment as a share of GNP has declined steadily since
1985. .



49

. Between 1983 and 1991, the United States accumulated a manufacturing
made deficit of $739 hillion.

. Between 1980-91, the U.S. manufacturing wade deficit with Japan
amounted to $590 billion.

. Excluding Japan and Germany, the United States had a manufacturing oade
surplus between 1980-91.

WHAT MUST BE DONE

If America is to have a srong manufacturing base in its future, the nation urgently needs to
increase its investment in manufaciuring. Beyond increasing savings. three other actions
are required if this is to happen -- reduce the pressures on companies for short-term results,
attack foreign cartels, and adopt pragmatic trade policies,

Reduce Pressures for Short-Term Results

If American manufacturers arc to make the investments that are required to remain
competitive. they require an economic environment that permits and encourages long-term
action. The creation of such an cavironment hinges on a reducgdon in the demands of
invesiors for immediate retums, regardless of longer-term consequences.

In twrn. this requires a recognition that control of America’s major corporations has steadily
shifted from individual investors to financial institutions -- pension funds, insurance
companies. foundarions, investment companies. educational endowments, trust funds, and
banks. This shift has far-reaching consequences, because individuals and institutions
invest in the stock marker for sharply different reasons: individuals are primarily investors
looking for fong-term performance: institutions are pursuing short-term profits. Thus, ata
time when U.S. manufacturers need to be making long-term investments to meet global
competition. the new owners -- the institutions -- are pressing for quick results.

Institutions now hold so much equity and are such a powerful presence in stock markets
that most corporations must respond to these demands. Specifically, instiutions hold more
than 39 percent of all equities listed on the New York Stock Exchange (NYSE) and hold
half 10 two-thirds of the stock of the nation's 2{X) largest corporadons.

Yet. their biggest impact comes not through mere ownership but through the growing pace
of their transactions. In 1953, when institutions conoolled about 15 percent of the equities
listed on the NYSE. their trades constituted a quaner of stock market transactions. Today,
institutional trades constitute almost 90 percent of wansactions.

As a result of such hyperactive trading, the fundamental focus of the stock market has been
transformed from long-term investing to short-term speculation. This shift can be gauged
by both the rising volume of large-block siock mansactions (10,000 shares or more) by
institutions. and the quickening pace at which the entire value of stocks listed on the NYSE
is traded.

The exchange reports a two decade trend of steady increases of large-block transactons,
and they are overwhelmingly by insttutions. In 1965 there were, on average, only nine
large-block transactions a day, constituting 3 percent of the daily volume of the market. By
1980 the average number had risen 1o 528 perday. By 1991, it had risen to more than
3.878 per day, or half of the total volume on the NYSE.
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Because institutions own such a large share of all stock, and trade that stock so zealously,
there has been a sharp increase in the turnover rate of the entire NYSE (the pace at which
the total value of stocks listed on the exchange is raded). Until a decade ago, the urnover
rate was less than 20 percent a year. By 1991, it was up to 48 percent. At the 1970s pace,
it took 3 years for the entire value of the stock market to um over, but today it takes only
24 months. This is speculation, not investing.

In the speculative. short-term-oriented equity markets that now exist, only a few American
firms have sufficient profits and assets to make the commitments that long-term global
competitiveness requires without sacrificing shorter-term earnings. Most companies are
obliged to focus their efforts and resources on results that can bolster the price of their
stock.

Fast results and short-term earnings have become the obsessive goal of 100 many American
companies. The pursuit of these objectives diverts resources from investment in modern
plant and equipment, research. technology and training to clever financial manipulations. It
sacrifices market share to high quarterly eamings. And it discourages workers from
making long-term commitments to companies. :

The solution is relative simple. Create an environment that will encourage institutional
investors to invest rather than speculate. Two possibilities would be to impose a stock
transfer tax or impose a capital gains tax on the short-term trading profits of institutions.
Either approach will encourage long-term investment.

Attack Foreign Cartels

A growing body of evidence reveals the existence of anti-competitive cartels in other
nations.

As these toreign companies have extended their investments and operations inside the
United States. thev have brought their cartels and anti-compedtve practices with them.

Generally. these cartels are tolerated, even sanctioned, by their home governments. Often,

they are supported by their governments with policies that restrict foreign imports, thereby

allowing the cartels to generate monopoly profits that can be used to subsidize dumping and
other predatory practices in targeted markets.

When targeted by a cartel and its mother country, American manufacturers are vulnerable,
and as the expenences of the U.S. consumer electronics industry reveal, they can be
destroved.

The United States Government has long been hesitant to investigate antgtrust violations by
foreign curtels. even those operating inside the United States. For many years, the guiding
principle adopted by a succession of Administrations has been to ignore predatory pricing
and related anticompetitive practices as long as no harm was done to consumers.

Recently. the U.S. Justice Departmment has indicated that it may alter this position.

Yet, the principal action taken to date has been to encourage foreign governments to enforce
their antitrust laws on their own companies.

If American manufacturers are to make the investments that are necessary to meet the global
competition that they face, they require assurances that foreign cartels cannot operate with
impunity inside the United States.
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Adopt Pragmatic Trade Palicies

American manufacturers do well in the global marketplace. But if they are 1o continue todo
well and provide the profits that they need for additional investment, the United States
requires rrade policies which recognize and accept the fact that other nations have organized
their economies in ways that are both manifestly and subtly dissimilar from ours, reflecting
inherent differences in history, national aspirations, ang institugions.

The structure and dynamics of the various national economies -- what for simplicity can be
called rules -- can basically be classified as either operating by American rules, European
rules, Japanese rules or Communist rules.

Communist rules foster a command economy in which the state owns the means of
production and makes virtually all of the decisions on outputs and distribution. European
rules nurture a mixed economy. American rules foster marker capitalism. Japanese rules
foster what economists call “network capitalism” -- an approach to production, distribution
and competition that closely blends the power of the state with the flexibility of the
marketplace.

it 1s unlikely that other nations will reorganize their production and distribation systems,
their industrial smuctures, their financial methods and their business-government
relationships so thai they simulate America’s and thereby adopt a free trade international
rade regime.

The practical solution, of course. is for America to deal with other nations as they are and
not as we wish them to be. For those nations that organize their economies with American
rules. or something close to them such as Canada. we can pursue a free wade strategy.
Managed ade is required with those nations that operate under Japanese nules, For
Europe. the answer is some combination of free and managed wade.

he goal. in all cases. is 10 expand wade with other nations for the mutual benefits that can
be created. and do so without punishing others for their success or sacrificing the interests
of Amencun workers and indusiry.

A more practival Tade policy will provide an envirenment that will allow American
manufactarers 1o invest with greater confidence.

CONCLLUSION

Manufacturing is a primary source of America’s wealth, but it is now being seriously
challenged by foreign competitors. If this challenge is to be successfully met, U.S.
indusmy must produce fully competitive goods and American government must create an
economic environment that cnables manufacrurers 1o innovate, invest. and quickly take a
product from development to market dominaton.

Nothing less wiil do.
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THE STATUS OF
AMERICAN MANUFACTURING AND JOBS |

Charies W. McMillion
MBG-Washington

An Overview

United States Business Cycles and Job Growth: Three Recent Economic Expansions
* in the 1982-89 economic expansion. manufacturing jobs growth was the slowest on recard.
* High wage durable manufacturing experienced especially stuggish growth.

Charting Job Loss in Manufacturing: 19681982
= Manufacturing has falien from 23% of all jobs in 1969t less than 14% loday.
* There are now fawer jobs in manufacturing than at any time since the mid-1960s.

Recent U.S. Manufacturing Job Loss: 1985-90
* Manutacturing employment declined in the five years leading 1o the 1990-51 recession
*» Job losses in manufacturing were led by electronics and machinery.

Manutacturing Job Losses Continue in the Recovery Year to March. 1992
* A rraditional engine.of recovery. 194.000 durable goods jobs were lost in the past year.
* Maghinery. electronics and precision instruments have accounted for most job lossas.

The State of the States' Manufacturing Job Loss/Gain, Year to February. 1982.
* New Mexico. Rhode Isiand. Maryland and Massachusetis suffered the most severe job losses
* Several smater states continue 1o create small numbers of manufacturing jobs.

Empioyment Structure in the 20 Largest Metropaiitan Areas. 1969-89
- New York, lost 750.000 manufacturing jobs between 1869-89.
- Los Angeles: manufacturing telt from 25% of all jobs in 1989 10 16% in 1989.
« Chicage: lost 380.000 manufacturing jobs in the twenty years 10 1988.
* San Francisco: manufacturing job growth has not quite kept up with overalil growth.
* Phitageiphia: jost 240.000 jobs in manutacluring trom 1969-838
* Detroit. lost 33.000 jobs between 1962-79 bul iost more than 141,000 from 1979 to 1989.
~ Boston added manufacturing jobs in the 1970s but iost 47.000 from 1979-89.
~ Washington. O C.: manufacturing jobs have remained about 3.3% of total jobs since 1969
« Dallas-Fort worth: manufacturing job growth has not kept up with totai growth.
« Houston: added manufacturing jobs in the 1670s but lost jobs in the 1980s.
~ Miami: added manutacturing jobs in the 1970s but lost jobs in the 1980s.
* Atlanta: manutacturing jobs have failen from 20°% of all jobs in 1969 to 10% in 1969.
* Cleveland. lost more than 150.000 manufacturing jobs in the 20 years 10 1989,
* Seattie: manufacturing jobs have not kept up with total ;ob growth
* San Disgo: manufacluring jobs increased by almost 70.000 between 1563-89
« Minneapolis-St. Paul: Totat job growth has outstripped manufacturing job growth
* St. Louis: the share of total jobs accounted for by manutacturing declined from 27% to 16%.
* Baltimore. manufacturing fell from 21% to 9.5% of total jobs between 1969-89.
* Pittsburgh: between 1968-89. manufacturing fell from 29% 10 12% of total jobs.
* Phoenix: total job growth has outstripped manufacturing job growth.
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7. U.S. Job Structure: March. 1992
* Government now accounts for more jobs than manufacturing.
* Services and Retail ‘Wholesale trade accounts for 50% of nonfarm jobs.

8. Employment Structure in the States
* Manufacturing accounts for more than 20°% of jobs in only 14 states.
* Services account for less than 20% of jobs in only 3 states.

’

9. Net Fixed Investment and Business investment in the U.S.
* Net fixed investment as a share of GNP has fallen well below trend since 1981.
* Business investment in new plant and equipment have declined sharply since the 1960s.

10. U.S. Manufacturing Trade Imbalance
* Between 1983 and 1991. the U.S. accumulated manutacturing trade deficits of $739 biltion.
* Improvement since 1988 has come principally from sluggish imports rather than export growth.

11.  U.S. Manufacturing Trade by Industry: 1991
* Clothing. new cars from Japan and telecommunications equipment account for the entire deficit.
* Airplanes provide the U.S. with a $21 billion trade surplus.

12.  U.S. Manufacturing Trade Deficits with Japan and Germany
* Between 1980-91 U.S. manufacturing deficits with Japan amounted to $590 billion.
* At $60 billion in 1991. the deficit with Japan exceeds the entire U.S. manufacturing trade deficit.
-* Excluding Japan and Germany. the U.S. had a manutacturing trade surplus between 1980-91.

13.  Major U.S. Imports to and Exports from Japan
* Autos. electronics and nuclear reactors account for 72% of U.S. imports from Japan.
* Nuclear reactors, electronics and aircraft account for 27% of U.S. exports to Japan.

14, Major U.S. Imports to and Exports from Germany
* Nuclear reactors. autos and electronics account for 57° of U.S. imports from Germany.
* Nuclear reactors. aircraft and electronics account for 50% of U.S. exports to Germany.

15, Manufacturing Share of Gross National Product
* The actual dollar share of manufacturing declined from 28% of GNP in 1965 to 19% in 1989.
* So-called "constant output™ measures of manufacturing share of GNP are severely flawed.

16. Manufacturing Decline: Graphing the shares of GSP in the States
* Indiana and Ohio
* Massachusetts and Maine
* Wisconsin and Delaware
* Tennessee and New Hampshire -
* Marytard and Florida
= Texas and New York
* Idaho and Calitornia
* Nevada and New Mexico

17.  Manufacturing Growth and Decline: Share of GSP in the States. 1979-89
* New Mexico. the Dakotas and Mississippi saw manutacturing rise of GSP share in the 1980s.
* Maryland, New York and Connecticut suffered steep decline in manufacturing during the 1980s.

18.  Manufacturing Decline in the States: Full Table of Manufacturing Share of Gross State Product
* Seven states had manufacturing sectors account for more than 25% of GSP in 1989,
* In 1989. manufacturing accounted for less than 10°% of GSP in 9 states.
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UNITED STATES BUSINESS CYCLES AND JOB GROWTH
THREE RECENT ECONOMIC EXPANSIONS

INDUSTRIES/SECTORS

TOTAL EMPLOYMENT GROWTH/YEAR
WAGE AND SALARY
PROPRIETORS
FARM
MINING
CONSTRUCTION
GENERAL BUILDING CONTRACTORS
HEAVY CONSTRUCTION CONTRACTORS
SPECIAL TRADE CONTRACTORS
MANUFACTURING
NONDURABLE GCCCS
FOOO0 AND KINORED PRODUCTS
TEXTILE MILL PRODUCTS
APPAREL AND OTHER TEXTILE PRODUCTS
PAPER AND ALLIED PRODUCTS
PRINTING AND PUBULISHING
CHEMICALS AND ALLIED PRODUCTS
PETACLEUM AND COAL PRODUCTS
TCBACCC PROCULCTS
RUBBER AND MISC PLASTICS PRODUCTS
LEATHER AND LEATHER PRODUCTS
DURABLE GOODS
LUMBER AND WOOO PRODUCTS
FURNITURE AND FIXTURES
PRIMARY METALINDUSTRIES
FABRICATED METAL PRODUCTS
tIACHNERY AND COMPUTER EQUIPMENT
CTRONIC eCUI? EXC COMPUTER ECU:
TRANSPOAT EQUIP =!(C‘. MOYGR VEHICLES
WMOTCR Y EMCLES AND EQ xPHE\"
STONE CiaY ANS 3LAS3 PRODUC
NSTRY 5 aMD AEATED °=ODUC S
LHSC. MANUFACTUT NS INCUSTRIES
TAANSPOATATION onD 3JBUC UTIUITIES
COMMUNICATIONS
AGLESAE TRALE
AETAIL TRADE
FINANCE INSURANCE ANC REALESTATE
-NV‘CE
HOTELS ANQ Q7=ER 12 .3 PLACES
PERSONAL 3ERICES
PRIVATE HOUSEADJLZS
BUSNESS SER / CE3

e

TIN SERVICES

CSUCATICNAL
uO‘JERNMENY ANC S
FEDERAL CruuAN
..n' iTARY

ATE aND LOCA

Mse Washington md the U.S. Depertment ot Commerca, BEA: All Full and Pon Yims Emp&oyuonz

NMENT ENTERPRISES

ANNUAL JOB GROWTH
1982-89 1975-79 1970-73

3.234,043 3.813,82% 2.387.233
2.712.857 3147750 1.964.303
541186 485.87% 402.90C
84714 125.000) 21.887
162.300) 83,873 4.700
288071 307.100 228.300
71.288 91.87% 85.400
BRRAL S 45178 18.900
203.90¢ 170.030 123.000
107,214 707,573 245,887
48,837 173478 31.833
ke 17.200 122,967
14.286) 5278 18.900
184873 16.178 1500

3888 18.250 68N
47.77% 45,128 4833
i1.088) 23.62% i9.230
6 2861 4850 1.200)
2270 197%) 1687y
28357 48 02% 32.787

1 800) 223 6.987)

80,357 534,100 214,002
27 986 <0 950 23.433
13829 19750 25.633

22813 27.2%0 2233
2388 83.150 45.033
S1d 300 V11000 38.433

i38.829; 106223 35.687
23.400 31 7% 18.98N
22 414 53352 $1.800
3588 21.400 17.800
<5600 35.52% 10.033
600y 137%0 12,333
103 357 16t 278 71.087
KIAN] 34.350 18.467
343 RN 120.8333
642.000 653 300 438 850
216029 337028 270.687
1433043 356.85¢C 744.800
58 337 3T77S 38133
61 3514 47 528 116.800)
28 714 30,5008 i81.000}
275974 288.300 153.333
93.0e3 45030 52.500
4377 <200 1.987
235.7%7 239125 289.533
36 888 38630 20.80)
38 443 21 328 41.100
310.057 188 Q00 224.000
T 143 9.75C 121.000)

21 87 57 7501 1155.3338
232.142 2332.000 400333

SMARE OF JOB GROWTH
198389 1978-79

100.00%
33.37%
16.63%

-1.00%
-1.918
818N

197073
100.00% 100.00%
47 115 B2.98%
12.89% 17.92%
~680%  -082%
1.76% Q28N
850 988%
2.54N 38t
1.28% 0 80%
47T1% 428N
19.68% 10.38%
4.90% 1.34%
0.48% -0.97%
0.15% 0.71%
0.458% Q Sas
8.48% =383
1 25% 0.20%
o8%% -0.22%
G i3% -5 038
-0.03% -093%
127% a8
0017 -0 28N
14.78% 9.04%
1135 X 11Y
0 552 108N
0.75% 0.09%
178% 1898
307% 1 54%
2.94% 18518
1.18% -0 84°%
1 48% 218%
0 49% 0 74%
098N 3 42%
0.38% Q 52%
4488 300%
0.95% G 78%
5.54% 3098
18 08% 18 83%
9.88% [RICS1N
28.485 At 46N
1 05% 18
1.32% -0 70%
-0.84%  -258%
798% 6 48°
1.25% 222%
012% 008
582% 12.23%
1078% 126%
< 9% 1745
s.12% 5 38%
027% -0 89
-1.80% -§ 58
A B

16810
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U.S. MANUFACTURING JOBS

Share of Total U.S. Jobs
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MBG-Washington & US Dept of Labor, B8LS
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RECENT U.S. MANUFACTURING JOB LOSS

NET JOB CREATION

_INDUSTRY/SECTOR 1985-90
TOTAL EMPLOYMENT 13,977.600
WAGE AND SALARY 12,478,000
PROPRIETORS 1,499.600
FARM {353.000)
NONFARM : 14,330,600

PRIVATE 12,454 600
MINING {274.200)
COAL MINING {49,100)
OIL AND GAS EXTRACTION {233,200}
CONSTRUCTION 826,900
GENERAL BUILDING CONTRACTORS 146,600
HEAVY CONSTRUCTION CONTRACTORS (36,100)
SPECIAL TRADE CONTRACTORS 716,400
MANUFACTURING (21.800)
NONDURABLE GOQDS 296.400

FOOD AND KINCRED PRODUCTS 68,500
TEXTILE MILL PRODUCTS {1.500)
APPAREL AND OTHER TEXTILE PRODUCTS (73.400)
PAPER AND ALLIED PRODUCTS 21,700
PRINTING AND PUBLISHING 194,200
CHEMICALS AND ALLIED PRODUCTS 45,000
PETROLEUM AND COAL PRODUCTS {21.100)
TOBACCO PRODUCTS {10.000}
RUBBER AND MISC. PLASTICS PRODUCTS 104,800
LEATHER AND LEATHER PRODUCTS (31.800)
DURABLE GOODS {318,200}
LUMBER AND WOOD PRODUCTS 62,000
FURNITURE AND FIXTURES 15,000
PRIMARY METAL INDUSTRIES {53.700)
FABRICATED METAL PRODUCTS (51.800)
MACHINERY AND COMPUTER EQUIPMENT (77.200)
ELECTRONIC EQUIPMENT. EXC. COMPUTER EQUIP (514,600)
TRANSEORTATION EQUIP. EXCL. MOTCR VEHICLES 79,300
MOTOR VEHICLES AND EQUIPMENT {55.100)
STONE. CLAY AND GLASS PRODUCTS (6,800)
INSTRUMENTS AND RELATED PRODUCTS 286,100
MISCELLANEOUS MANUFACTURING INDUSTRIES (1.400)

TRANSPORTATION AND PUBLIC UTILITIES 652,800

WHOLESALE TRADE 508.400

RETAIL TRADE ' 2.534.800

FINANCE. INSURANCE. AND REAL ESTATE 1.071.30C

SERVICES £.910.300
HEALTH SERVICES 1.774.600

GOVERNMENT AND GOVERNMENT ENTERPRISES 1,876.000

FEDERAL, CIVILIAN 224,000

MILITARY {70.600)

STATE AND LOCAL 1,722.000

MBG —Washington and U.S. Department of Commerce, BEA.
All full and part—time jobs.
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RECOVERY YEAR TO MARCH, 1992

MANUFACTURING JOB LOSS CONTINUES

NET JOB PERCENT
INDUSTRY GAIN/LOSS GAIN/LOSS
TOtl o (16.000) -0.01°
Total private. . e (159.000) -0.18%
Geods - producing mdusmes PR (385.000) -1.61%
Mining... . (55.000) =7.70%
Oil and gas extracnon (37.000) -9.20°%
Construction . (136.000) ~2.88%
General building contractors... (68.000) -5.69%
Manutacturing................ .. (194,000) ~-1.05%
Production workers.. (50.000) -0.40%
Durable goods... ........ (203.000) -1.92%
Production workers.. ... ... (70.000) ~-1.01%
Lumber and wood products..... ... . 14.000 2.02%
Furniture and fixtures............. .. 1.000 0.21%
Stone. clay. and glass products.. (6.000) -1.15%
Primary metal ngustries......... ....................... (24.000) -3.31%
Blast furnaces and basic steel products. (8.000) -3.05%
Fabricated metat products... . (19.000) -1.40%
Industrial machinery and equnpmem (89.000) ~4 40%
Electronic and other electrical eprm . (44.000) -2.75%
Transportation equipment.... .. ... (1.000) -0.05°%
Motor vehicles and equipment............ .. . 73.000 9.89%
Instruments and 1elated products . . .. ... ... (32.000) ~3.27°%
Miscellaneous manufacturing e (3.000) -0.82%
Nondurable goods...... ... .. . 9.000 0.11%
Production workers ... . . 20.000 0.37%
Fooa and kindred products . (12.000) -0.71%
Textile mill products... . o 16.000 2.42%
Apparel and other lexme procu"ls R 27.000 2.68%
Paper and allied products e (3.000) ~0.43%
Printing and publishing . . (32.000} -207%
Chemicals and aiheo products.. .. Lo 1.000 0.09%
Petroleum and coal products . e (1.000) -0.63%
Aubbter and misc. plastics proaucts . 15 000 1.76%
Leatner and leather products. ... .. (2.000) -1.65%
Saivice-producing industries. .. .. ... 369.000 0.43%
Traraaorration and public utilives. ... ... .. (27.000) ~0.46%
Transportaton... ... - 22.000 0.62%
Cvﬂmumcanons and public uulmes RO {49.000) ~2.15%
whnoesale trade..... L . R (118.000) -1.93%
Duiac.e goods......... JE SO (108.000) -3.04%
Nongurable goods................. ... .. T (10.000) -0.39%
Retar. vade................ e e (110.000) -0.57%
General merchandise SlOres ....................... (71.000) -2.96%
Fooz stores. . I (47.000) -1.45%
Autcmotive deale:s and servuce stauon C e (2.000) -0.10%
Eatng and drinking places.... ... . ... 31.000 0.47%
Finance. nsurance. and reai estate ... . (29.000) -~0.43%
Finance.. .. . e 3.000 0.09%
Insurance........ ... (25.000) =-1.17%
Realestate... ... ... - . (7.000) -0.542%
Services............... ... . 510.000 1.78%
Business services ... . e e 73.000 1.39%
Health serviCes... ... .. ..o v o e L 384.000 4.73%
Government. . e 143.000 0.78%
Federal.........cco oo e 29.000 0.982%
S e (10.000) -0.23%
Local...... 124.000 1.12%

MBG - Washmgton and the U S Department of Labor, BLS.
Nonfarm Establishment Survey, Seasonally Adjusted.
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U.S. MANUFACTURING JOBS

THE STATE OF THE STATES

STATES

1 New Mexico.
2 Rhode Isiand
3 Maryland......
4 Massachuselts. ...
S Arzona...........
6 Oklahoma .
7 NewJersey.............
8 District of Columbia.....
g New York

10 Calitornia....

11 Connecticut...... .

12 Utah.... .

13 Hawa

14 Pennsylvana

15 Qregon... RSN

16 New Harrpsh.re

17 Vermont... e

18 West Virgmnia. ...

1§ Fionda

20 {llinois.

21 Maine .

221owa ...

23 Lowsiana.

24 Virginia

25 Washingion

26 Colorado..

7 Cho

>
+

0 Nabiraska
Texas
Nevada.

Seuth Carcina

oull

CORN S N O% SR VI LU BN LV 1Y

) r\) -

<
(

3+ Wissourn

35 hlinngsota

36 Montana .. ...
37 Nonth Caroina

38 Tennessee..

39 Kentucky

10 Georgia

41 Michigan . .

42 Wisconsin

33 Indiana

44 Alabama.. .

43 Kansas................
48 Mississipp.
47 Arkansas
48 idaho.. ...
48 Delaware
50 Alaska....
51 South Dakota..........

MBG -Washington dnd the U.S. Department of Labor, BLS
Nontarm Establishment Series: Not Seasonatly Adjusted

JANUARY
1991 1992
{Thousands)
3286 395
S3.0 88.2
1971 186.2
496.9 470.3
181.0 1710
167 7 1662
561.2 538.0

15.0 145
1057 .8 1013.0
20418 1864.%

330.3 318.2
106.8 1032
208 1898
G88.2 957.1
208.7 2025
1002 971
42 427
844 823
302.1 488.7
354.1 932.3
97 4 931
232.4 2251
184 5 1838
1148 4059
3365 332
i86 4 1842
10739 10461
17.8 178
g5 9.3
98 8 a8 9
2898 978.8
26.4 258
3714 3875
4157 4048
3822 3876
21.7 216
830.2 828.9
3003 501.0
2778 2792
5413 5437
895.4 876.2
5420 540 4
6151 €105
376.8 3782
181.9 183.2
2437 2483
2296 235.3
i1 63.1

7214 69.3

133 140

338 36.3

FEBRUARY

1991 1992

{Thousands)
424 39.4
928 87.5
1844 183.8
492.3 468.7
179.5 1703
169.6 161.4
562.6 535.8
15.2 145
1058.3 10138
2039.3 1959.4
327.3 3161
1068 103.6
207 201
876.2 8519
208.0 203.0
98.8 965
437 827
83.8 82.1
4938.5 489.0
949.1 229.3
960 94 2
2313 227.4
185.4 1827
4112 405.4
346.8 342.0
1851 1828
1058.9 1046.4
178 17.7
9.2 g1
996 Q8.7
3$86.3 9777
26.2 26.0
368.85 366.1
411.8 4103
3879 3879
214 21.4
823.9 8248
497.8 4992
2790 279.8
5371 539.4
884.9 830.0
536.8 540.0
606.3 610.3
3748 377.3
1819 1832
241.1 247.0
2281 2348
613 829
66.0 69.0
14.7 155
342 365

CHANGE: YEAR TO
1-1982 2-1992

{Parcent)
~7.28% -7.08%
~5.16% -571%
-553% -5.45%
-535% -5.20%
-552% - -5.13%
-0.89% -4.83%
-356% -4.78%
-333% -4.61%
-4.24% -~4.30%
-3.81% -3.92%
—-3.66% -3.42%
-337% -3.00%
-577% -2.90%
-3.15% -2.49%
~297% -2.40%
-3.09% -2.33%
-339% -2.29%
-249% =2.15%
-247% -2.10%
-228% -2.09%
-236% -1.88%
-3.14% -1.69%
0.60% ~1.46%
-217%  -1.41%
-095% -1.38%
-1.18% —1.24%
-258% -1.18%
-168% —1.12%
-1.05% -1.09%
0.10% —-0.90%
-111% -0.87%
-189% -—0.76%
-1.05% -~0.88%
-262% —0.36%
-1.17%  0.00%
-0.46% 0.00%
~0.16% 0.11%
0.14%  0.28%
0.47%  0.29%
0.44% 0.43%
-214% 0.58%
-0.30% 0.60%
-0.75% 0.66%
0.37% 0.67%
0.71% 0.71%
189% 2.45%
2.48% 2.48%
327% 261%
-294% 4.55%
5.26% 5.44%
7.08% §.73%
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NEW YORK-N. NEW JERSEY—-LONG ISLAND, NY-NJ—CT (CMSA)

FULL & PART TIME JOBS SHARE OF TOTAL JOB GROWTH
SECTOR/INDUSTAY . 1969 1979 1989 1969 1979 1988 1969-79 1979-89
TOTAL EMPLOYIIENT 8348696 63584531 10211 154 100 0% 238833 1.62662)
JAGE AND SALARY TEB496) 7784445 B9ATIL %0 74y 99482  1.182.969
PROPRIETORS 663 733 800 088 1243730 93 128,383 443634
FARAL PROPRIETSPS 6798 oS sr2r LRI an .38
HONFARM PROPRIETZRS 638935 9301 12:8003 92 138076 - 335002
TOTAL FARK 14642 15 300 1437 2% %8 13983)
TOTAL NONFARL 8334054 0.569 121 10 199017 99 8% 233077 1.630.588
PRIVATE 1138952 ;311220 833419 88 2% 132260 1.522.199
AQ SERY FOR FISH AND OTHER 30.365 19654 05% 2.089 23.348
PUNING 7307 9438 01N 2.149 1419
SINSTRUCTION 132 765 265 592 330 47.173) 183.237
MANUFACTURING 1.980.328  1.596.789 1% (383.339) (341.610)
TRANSPORTATIGH AND PUBLIC UTILITIES 575803 349179 LEAS 126.6313) 23609
JHOLESALE TRADE 338 792 607 024 ER R 10232 86 928
RETAIL TRADE T 168 040 1200 10 13 04e 32091 192010
FINANCE INSURABCE ANO REAL ESTATE 22 380 196076 938 13498 3013
SERVICES 1804772 2227328 239% 122556 1031091
SOVERNLIENT § GOYT ENTERPRISES 11785102 12579 1472, 82,009 108.387
FEQERAL ClJiLtan 171985 20% 16.318) 56813
L TiRY Tyaes 87 48.789) 13400
EAND LT AL L 1312 062 1113259 1185 110% 145914 106,197
LOS ANGELES—-ANAHEIM-RIVERSIDE, CA (CMSA)
FULL & PART TIME JOBS SHARE OF TOTAL JOB GROWTH
SECTOR/INDUSTRY 1969 1979 1989 1969 1979 1989 1969-79 _1079-89 _
TCTAL ELIPLOYMIENT 3404198 100 0°*: 1.609 699 1943173
MAGE AND SALARY 1338 315 a8 7 1.336.784 1.515.289
Pa.LPRIETORAS 4.3878 1137, 272938 427 868
£ARL PADPRIETIPS 93994 02% 998 9
HFARM PRAOPRIET C 26 1 1% 271940 427.493
10% cT 2.520 2.681)
3n) 433 T332 39 0% 3935 1607170  1.943836
30Ta © 933 A9 63 7% 86 1% 1480729 1817472
o =40l Dt 093 26,441 32874
13443 3 d%e Qdte 2,798 13 408)
£3784 . Q824 PR 440 82.852 141782
$.100,755 1,266,412 1.311,658 25 0%  21.1% 183,657 45248
EARE TH} FRAR 12 425 59¢ 16t 56,081 50933
500 Jed w2 298 8 3% 5 8% 116.562 18226
33370 957 39% N T2 15 8%, 16 0% 288.2e3 274.703
279975 38221} B} 8 3 E3 20).268 219.328
Wrons 1497322 i3 2t 1% 249% 567.808 940 609
576128 793 369 92 432 15 42, 132% 117,441 128.28)
119200 1) 187 JiveT 25% 18% 87 12 800
T2 220 94 883 PR 27 1% 135.330 25.49)
and 136 708 398.498 101 100% 3 191791 _ 89990

. 18y .
ington and the U 5 Depariment of Commaerce, BEA. Table CA25' Full & Pant Time Employment, May 1991,
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DETROIT—ANN ARBOR,

FULL & PART TIME 2088

_ SECTORANCUBTRY 1969 1979 1989
TOTAL EMPLOYMENT wreare 2234844 2423138
WAGE AND SALARY 1832337 %212 1IN
PROPRETORS 143343 170032 21848
FAR PRCPRIE T IRS 9708 9563 8244
NONFARL PROPOETIRS 139139 107087 210113
TOTAL FARS 14940 13780 1118
TOTAL NONFARL! 1901438 2227084 2452013
PRIVATE 1703487 1914291 221312
AQ SERY FOR 5isn AND OTHER sy sa2t 11558
thaNg 1758 ey 848
CONBTRUCTION 20094 47057 23092
MANUFACTURNG srros2 02595
vamsmunou AhD PUBUIC WTILINES 8?7 948 96842
WHOLESALE T 84044 158310 V1087
RETAL mmE 204484 air8e 128003
FINANCE . INSURANCE AND REAL ESTATE 2Ba 133388 167060
SEAVICES 130062 138 491048
SOVERNLIENT & GOVY ENTERPRSES 237949 208773 200701
FEDERAL Civitiaw 0273 %37 35509
WHUTARY 18904 2337 12908
STATE ANO LOUAL 02 s 281308

BOSTON-LAWRENCE -SALEM

FULL & PART TIME JOBS

SECTOR/INDUSTAY 1969 1979 1989
TOTAL ELIBLOYNIENT 1MW P ZR 2 J3Gi8
tAGE AND SALARY 155684 3 166985 2288033
PROPAETORS 132837 193199 32368+
FARIY PROPRIET (RS 2184 Tl AL 21
NOUFARIL PA-ORETIOG 135783 c2ane pral ¥
TOTAL FARIY 1978
THTAL NINFAD 258785
sRivatE 2285449
a3 SEGI FAR 2 3= LLO-TTHER 17388
583

R ?.m ‘1

362998

ngs 22693

ANCLESAE TRLD +132%
RETA, “22 ‘91! L]

ENCE

LHUTARY
STATE anD

225458

WASHINGTON, DC-MD-VA (MSA)

FULL & PART TIME J0OBS

SECTOANNDUSTRY - 1988 1978 1988
TOTAL ENIPLOVIIENT 1521837 1348908 2754916
ASE AND SaLAR. 1123152 17380 235734
PANPRETIRSG REVEL) 19895y 291567

FARL) PADPEIE 644 8793
HLONFARN PROSR E?ans 181908 291774
1Q7AL FaN 807 80
TLTAL HONFARIE 1937202 2718500
AAVATE 1274108 2035693

A3 SERAY FOR FISm SnD OTHER pier3 1) 18278

LIHENG 1947 2308

cousTauCTION 108323 170943

WANUFACTURING 84811 2172

TAANSPORTATION A1T PUBLIC UTILITES ‘3870 29908

TIHOLESALE TRAQE 58834 84344

AETan TRADE 2787 193490

FINANCE INSURANCE AND REAL ESTATE 133323 214984

SERWCES 533423 920932

IENT & GOVT SES 663094 00807

FEDERAL Claiuan 382353 a3

LHUTARY Tragy 97828

SYAYEMLOCAL 233045 2224V7

“ao e s, ot
69-451 - 93 - 3

Mi (CMSA)

SMARE OF TOTAL

1969 1979 1089
100 0%, 100 0%y 100 0o
927 ” 1y L Al
13% T8 102
Sy 2.0

7384 L0

08 03

W ey Ll ad

81 nue,

EES -1 3

o1 Gt

3%, 39

nm 0%

[ 40%

i, 300

1830 379

§0%s a9,

k280 3P

1310 e R ES
8% 18% 1 5%
AL 08, 2 23
W03 1180 0Ty

SMARE OF TOTAL

1988 1878 1888
138, 0607 10008
32 4% 98y 87 8%
TN 82 12%.
91t 9% 0%
73 1 12 4%
03 (2 o
9 Io "o 299,
838 85 1% 80N
Q4% 05 sr.
k0 1.0 01
8% 3% 7%
72 4% t.“ 14.0%
49% Iv.
S8 Eac
6% 183%
8 8% L
2374 Wit 3P
119 147 11 8%
300 2¥, 194
29, 4% A 3%
L Bl 11 0%, L

SHARE OF TOTAL

1989 1978 1989
100 Q% 100 0%y 100.0%
337, S8 IR,
£ 817, 088,
Jare 03 e
397 78 108%
(3 08t 0%
93 %, Lo 20
3965 6545 733%
3 4% 03 L-2al
a1, 01
38% 8%
3.5% EE
a7 “0%
28% 30
139% 1P
3 8% e
n»r. e
i R HO
21 188
OO‘. 400,
1044 L

BEA. Table CA2S: 'iﬂ"ﬁhm"!.l

. MA~NH (CMSA)

3.9 2003t
81 18427
I et
i 1y
ns | e
11,1808 243
b -} 20
250 864 208 021
260 8§37
(] Eacd
1.93N 3033
3ern ey
2384 .9
12 408 ALE 124
8.70% 6o
31.947 »en
13207 228 308
S 2928
11308 2
8.580 a9
3874 : s8?
JOB GROWTH
1988-70 187689
250 284 331 790
203 %2 398 308
8 m2 133402
(it 137
Do 133.843
731
299933
25,4814
230
29
13089
8,148
3733
9.188
20.523
27813
159 373
3053
10.174)
[F3g . ]
220
JOB GROWTH
198979 1979-89
2een2 808 90
364 048 $47 883
Q2624 139008
Road 83n
ans 138 859
579 12390
426.083 80 198
7,188 771 588
‘e $041
e P>
23,008 *142%
11238 27.381
7 446 47 238
16 348 25840
si4rs 110 3
X i %433
193443 81479
8927 ErR AL )
s 1wIsh
143 308 D18
37697 19372
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CHICAGO -GARY —LAKE COUNTY, IL-IN-WI (CMSA)

FULL & PART TIME JOBS SHARE OF TOTAL JOB GROWTH
SECTOR/INDUSTRY 1969 1979 1989 1960 19790 1900 1009-79_ 1979-88

TOTAL EMIPLOYMENT 3.609.99% 4 108.907 4 585 208 10007, 100.0% 41912
WAGE AND SALARY 62 3.780.081 4083 400 93 4%,
PROPRETORS 24338 320.82¢ 491900 667
FARLY PROPRIETORS 10313 9219 7078 03,
NONFARLI PROPRIETORS 238070 319507 184 822
TOTAL FARN 18.562 16227 11196
TOTAL HONFARM 3673413 1092680  s57a112
PRIZATE a2 3556919 1.043 008
AG SERY FOR .FISH . AND OTHER 6.682 1221 2245
LNMENG 6317 rors 5,600
CONSTRUCTION 171647 183.425 213201
MANUFACTURING 1,126,157 1012179 747,001
TRANSPORTATION AND PUBLIC UTHLINES 230625 228776 234 800 2002
WHOLESALE TAADE 243219 281840 neezs .788
RETAL TRAOE 556 728 643297 733970 1026873
FINANCE. INSURANCE AND REAL ESTATE 219 413 31318 390.743 77.580
SERVICES 651,487 281289 1339.640 43828t
GO 4 GOVT ENT 13 458182 525.781 329016 3258
FEDERAL. CIVILIAN 80 962 72.963 6.8 33
LHUTARY A1.817 1284 1018t ] 3310
STATE AND LOCAL 309.400 109 957 164.549 .88 10038 3 408)
SAN FRANCISCO-OAKLAND -SAN JOSE, CA (CMSA)
FULL & PART TIME JOBS SHARE OF TOTAL JOB GROWTH
SECTOR/INDUSTRY 1969 1979 1989 1969 1979 1089 1989-79 1979-09
TOTAL ELIPLOYHIENT 2183789 3878978 10000 100 0% 100.0% 780 904 934285
N ASE AND SALARY 1 969 82% 3293649 a1 850 823.299 702,528
PROPRIETORS 213364 183329 1195 15.0° 137 635 an.re0
FARN PROPRIETORS 3252 KRSb ] 02% 0.3% 4 [-33 ]
*ONFARLI PROPRIETORS 204712 3589 18% 14.8% 136.898 21979
T3TAL FARNM 289% 26 582 10% o7, (%0 12024
“ITAL NONFARTY 2150833 1852 306 929 0% 92 761254 938.309
t 694 370 1323173 826% 83.7% 738.321 990284
Ry FLR FiSH AND STwER 13322 331%2 oe°- 10% 10.038 18794
RRET TE10 02% 0.2% 1,608 2.8%
RUCTIZ", 3 889 *aT 364 48 3.9% .40 8212
MANUFACTURING 367,596 541,481 16.9% 14.0% 112,388 60,500
TRINSPORTATIDN alD PUBLIC LT 184579 131604 57 48% 3,488 16 559
. 97 E3ALE TRADE 149 334 > iy 50% 35,834 49332
L TPA0E 314236 157 15.6% 144788 140,509
‘HSURBNCE 20,0 E “ 169 570 8 9% 93% 102.107 99.844
433470 25 2% 07 289 898 448624
160.463 16 4% 136% foRe ] 48023
112378 32% 25, 17 564) 29
92244 19% 186% 38213 8 508
STATE AND LOCAL 256.04¢ 3en 10, 113% 95% 75570 _36.504
PHILADELPHIA—WILMINGTON~TRENTON, PA-NJ—-DE-MD (CMSA)
. "FULL & PART TIME JOBS SHARE OF TOTAL JOB GROWTH
SECTOR/INDUSTRY 1969 1979 1989 1969 1979 1989 1969-79 19
TAL EMPLOYIIENT 2614551 27a807 3200428 100 0% 100.0%
1A SE AND SALARY 2410079 2508133 2914220 9y, 83.4%
PROPRETORS 204472 239884 366208 |- Rad) 11 2%
FARI PROPRIETCAS 19447 3887 09 02 02%
INFARIY PROPRIETLRS 193025 230997 338899 84% 10.9%
TaL FARNY . 22453 20871 17932 00% 0 5%
“AL NONFARLY 2592097 2727046 326249 99 2% 99.5%
PA/ATE 2161198 2293233 2812159 835 85 8%
L3 SEAY FOR FISH AND OTHER 91483 14225 2157 05% Q
2513 77 229 01% .
127381 124136 175542 45 S54%
723101 585962 484104 21.3% 4%
134501 133822 137634 419 42%
124739 142566 175388 52 5.3
Ag s 3 381125 1M 52J284 15.8% 18.0°
FILANCE. INSURANCE. AND REAL ESTATE 141350 189291 271908 69% 8.
SERVCES 515263 667857 1008207 2.3 30.0%
JOVERNLIENT & GOVT ENTERPRISES 430899 431813 449337 187%: 13.7%
FEDERAL. CIVIUAN 101397 81324 90208 30% 21
1MUTARY 98034 34782 31290 18% 18%
STATE AHD LOCAL 20548 e ooy 307841 EAR Y 4% 3 e
MBa i endthe U 8. o BEA. Tabie CAZ5: Full & Pant Time Employmert, May 1991, _ _ ___ .
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DALLAS-FORT WORTH, TX (CMSA)

FULL & PART TIME JOBS SHARE OF TOTAL JOB QROWTH
SECTORINDUSTRY _ 1989 1978 - 1999 1969 1979 _ 1900 1998-78 1979-89
TOTAL EMPLOYMENT 1139808 1541863 2300 MZ  1000%  1000% 100N 301.987 [ ik
WAGE AND SALARY 1026809 1456 02% 192748 59, 88 7% “r, 431,190 -3M.70
PROPRETORS 13038 185428 310083 1830 1 139% Bkl 130837
FaRM PROMTETORS 10918 11033 10652 105 or, 08N [314 i3
NOMSARM PROPRIETCRS 104,143 174003 308 044 1, 1084 3% 200 123038
TOTAL FARM 18 18 14 882 125% 1Y, (1.8 0 5% st 3
TOTAL NONFARM $126752 1637008  2208.903 I "t i 00251 o8 902
PRIVATE [SEICIERRTE" TR 31 8704 878% nn 48418 92139
AG SERV FOR FiSn AND OTWER 3621 & 427 13 604 o 0% o 1808 T
MIMNG 12.908 200 3102 140, (50 1N 13.500 (X
CONSTRUC TION 47 968 162 508 103472 608 63 49N - MT20 . 7
MAMUFACTURNG 270,338 311,000 351,082 3.7 198% a8 41272 2B.452
TRANSPORTATION AND PUBULIC UIILUNES 7088 98 766 14260 ar, 3¢, [ 2 #8120 43088
WHOLESALE T! [ F1] 130508 133,043 78% 790 1% 44 2% 24837
RETAR TRADE 190 828 813 201088 139 17 9% (1.3 100 983 100 884
FINANCE. INSURANCE AND REAL ESTATE 82707 138523 2295% T3 8t 100N 5363 $1.208
SERNCES nsn 12 827929 1 208 vy, 1219.3% e
SOVERNMENT é GOVT ERTERPRSES +33 542 1894t w7 RELY 11 8% 107 182 §7.787
FEQERAL CIVILAN 2m PRI 2428 240 20% 18% [y 9183
MIUTARY 21 10) ey ] 21203 9% (1 (1 o 16.208; a8
STATE &80 LOCAL 23.087 IR0 183.452 ERat) () A o 32159 42208
HOUSTON-GALVESTON-BRAZORIA, TX (MSA)
FULL & PART TiME JOBS SHARE OF TOTAL JOB GROWTH
_ SECTOR/INDUSTRY 1989 1979 1989 1989 1979 194% 1989-79 1979-89
TOTAL EMPLOYMIENT 963299  10836M1  1G81I00 000, 1000% 1000 mm 298008
WAGE ANG SALARY 373 %0 V090 Rl 90 3 "r, 840.12¢ 190595
PROPRETORS 20839 260821 93, L 2 13 13188 764
FARM PROPRIETOAS L2 & 64 a6, Q4% 2.0 1188 Rt
HONFARIY PROPRIETORS 84 000 354187 87 5% 128% 1973 98 184
TOTAy FARLY 9292 LR 100, o8 o4\ 934 E
TOTAL HONFARTE 934 008 1572938 904 9 it 988 72139 ®7 %2
RVATE 233832 + 728388 858 88 7% 87 140, 850383 230640
43 SEA¢ FOR FiSm 4D OTmER 1369 11977 08 04 oy 2580 4828
L3NG 30898 6128 32% 46% 47033 IR
CONSTAUCTION 8008 138828 26 18 4% °34 138.720)
RANUFACTURING 168,712 192,078 e (2% .Y 52431
TRANSPOQTATIQN anD O 16329 21 Ty 88% “"ory 12303
L HGLESALE TRADE T2179 123 202 T8, 7 é% 243 o omy
AETAY TIADE 141399 14877 1870 138% 108983 L]
FINANCE INSURANLE anD ASay € 38037 152 308 8- 7% 51647 Q7192
SERWICES 22718 31 852 b1 E- 76012 208534
SOVERRMIENT & 30 ¢ EnTERY- ok g 119473 EE R 3% 240 10 74, LIRY o8 952
FEDERAL Cianwnie 19 a9 942 29 T 3% 1743 7
LHUTARY 11748 14878 (¥ e 1.434) ()
_ BTATEANDLOCAL 8823 03 984 92, aOre __Y04% Sy 682
MIAMI-FORT LAUDERDALE, FL (CMSA)
FULL & PART TIME JOBS SHARE OF TOTAL JOB GROWTH
_SECTORANDUSTRY 1889 1878 1989 1888 1978 1988 1065-78 1978-88
TOTAL ELIPLOVLIENT 835319 1263373 1732652 1W000%  1000%  1000% 428054 “#yare
SAJE AND SALARY 48640 1396698 1359484 s98-. 89 e 348008 263.728
PROPRETORS 2547 166878 273188 10 4% 13 2% 158% 79908 108,493
FARM PROPRIETCAS 1228 1828 1984 ERIA 0% 0% 600 128
NONEARL! PROPRIE 1OWS 23450 161848 27120 0. e 108 358
TOTAL FARM 551 05 e E) 38% 1948 k2
TITAL NONFARLY 330228 129334 1729374 99 4% 420.108 449 080
B8 /ATE 723878 1106840 1532018 8838 351004 423178
A0 BERY FOR FiSx ANG OTHER ) w2 18504 Ve e e
LuranG 1223 1489 2272 013, 13 3
CONSTRUCTION 68183 498 $735¢ i3 .0 1.9 19038
MANUFAC TURING 101144 142233 141042 12.9% 41,004 {1995}
TRANSPORTATION AHD PUBUC UTILINES 45549 $1500 104627 T 8N 43.027
WHOLESALE TRADE 4533 81309 143737 335 04 3438
RETAR, TRADE 1339 237908 323994 18 4% $387¢ 83006
FINANCE. INSURANCE. AND REAL ESTATE 51972 139488 177358 74, 57514 s7 870
SERVICES e 11T Jsan $3103 28 7% 122907 Ee 2
QOVERNMENT & GOVT ENTERPRISES 1was2 TP 133356 12 8% “.42 2962
FEDERAL CiiLIAN 13583 e ) 23340 V7N 3 7.533
LUUTARY 18801 13128 12933 20% IR "%
STATE AND LOCAL 13988 118581 135083 39 34503 ®
] and e U.8. O of SEA. Table CAZI: Fult & Part Tims
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ATLANTA, GA (MSA)

FULL & PART TIME J088 SHARE OF TOTAL
SECTOR/INDUSTRY 1989 1979 1889 1949 179 1900
TOTAL EMPLOYLENT 822203 11637202 1816548 100 0% 100.0%
WAGE AND SALARY 750972 1047158 1591504 9200% 8
PROPRETORS 6323 118548 224854 100% 124%
FARM PROPRIETORS 5123 6208 5680 08% (2]
NONFARM PROPRIETORS 58110 110339 215294 L2 121%
TOTAL FARM kel ) Lonid TS a9r, 0 4%
TOTAL NONFARSY 814487 1153283 1809203 90.2% L L ad
PRIVATE 8906842 978158 1567238 L3 Lt
AG SERY FOR FISH . AND OTHER 200 4047 11828 0% o
MINNG 920 e 1% [ 31 015
CONSTRUCTION 49377 83294 107626 Sec% 59
MANUFACTURING 163580 18292 184011 14.0% 10.1%
TRANSPORTATION AND PUBLIC UTILINES 64848 90190 122224 78% bR )
WHOLESALE TRADE 1337 114674 168844 99% 2
RETAN TRADE 123381 191228 310625 18 4% T7.1%
FINANCE. {NSURANCE AND AEAL ESTATE - 55308 96488 168961 3% L]
SEAVICES 162499 234388 480300 21 9% 248
GOVERNMENT & GOVT ENTERPAISES 1208435 177095 241083 152% 13.2%
FEDERAL CraLun 2850 34888 45194 0% 2.9%
MIUTARY 18801 11928 20208 20% 10% 1.00%
STATE AND LOCAL 75514 130279 168400 I 12, L X Y
CLEVELAND -AKRON~-LORAIN, OH (MSA)
FULL & PART TIME JOBS SHARE OF TOTAL JOB GROWTH
SECTOR/INDUSTRY 1969 1979 1989 1989 1979 1989 1989-79 1979-89
TOYAL ENIPL DVIIENT 1354267 1152439 1314819 100 04 100 0% 100.0% 98172 62.380
SIAGE AND SALARY 1261161 1329349 *333437 9314, 91 5% 89, 68.188 26.008
PROPRETCRS 92108 123090 139372 69 83% 10.5% 29984 36.202
FARI) PROPRIET-ZAS 3893 519 914 33% 04% 0% 1216 e
HONFARLY PRIORIZTORS 2921 117389 154458 66° 1024 20.768 Wary
TOTAL FARY Tan 8508 7180 06% 05% 1077 V.48
TSTAL NONFARDY 1346736 * 143801 1307659 39 4% 90.5% 97.008 1820
PRIJATE 1107969 1266153 1127324 877y 87 8% 18.108 61.269
435 SER? FOR *.8A AND THER 565 5244 W2 PR 06% 1879 pX - ]
2332 2752 29 V2% 02 Jro 1461)
57864 £256% 333505 30% 4, {3299 3.000
456083 404701 300417 B 203% (90.284)
AUDPUBLIC UTIITIES 75835 ko 34194 36% A 15.188) 8.433)
SNCLESALE 71806 84787 67091 53% .7 12981 2.304
RETAR TRIZE 208824 238172 260019 1542, 17.2% 2348 2147
FIMANCE NSUPANIE 8') SEa  E$TATE 66395 Le 102480 19% 0% 20873 15,192
SEANCES 23431 313019 13008 1737, 20.4% 5.708 119.908
SOVERNITENT 2 30T CUTERPRGES 158767 177674 30238 AL 1N 18.900 235
FEDEPAL li. oty 2614y 24183 21333 19% 16% [ ¢ ] 270
1MUTARY 11838 a 8103 9% 0.8% (2.848) 387
STATE AND LGS, 120990 144723 147399 89% [ 24 371 2670
SEATTLE-TACOMA, WA (MSA)
FULL & PART TIME JOBS SHARE OF TOTAL JOB GROWTH
SECTOR/INDUSTRY 1969 1979 1989 1969 19790 1989 1969-79 1979-89
TOTAL ELIPLOY 860009 1111826 1554308 100 0% 100 0% 100.0% 31587 442680
VAGE AND SaLARY 785881 9684488 1337069 9143 83.8% 88.0% 198,797 3s2.381
PRCPAETIRS 7378 127138 27237 88% 1t 4% 14.0% 52.700 90099
FARIt PROPRIET D25 2831 422 Eora] 03% 0 &% 03% 1572 598
HONFARNY PROPRIETCRS 71827 122715 2218 8% MO0% 13 51188 89.500
TSTAL FARK s114 9226 9150 08% 08% anz 178}
TOTAL NONFARLY 853953 1102400 1335156 NP 9% 45 A4S 442,756
CRIJATE 659658 313808 18418 82.2% L) 234.100 404.978
A5 SERY FOR FiSr AKD JTHER 5352 11287 204 1.0% . 5.905 9184
LTNING 728 1003 1207 01% an 288
CONSTRUCTION 43278 87208 90818 0.t% 214010 23920
MANUFACTURING 188629 194863 244422 E 17.5% . 8354 49.439
TRANSPORTATION AHD PUBUC UTILIMES 4921 81178 80198 354 . 11967 19.620
IHOLESALE TRADE 45331 67739 85518 612 2388 17179
RETAIL TRADE 123410 180340 253379 182% 8.9 73.008
FINANCE INSURANCE. AND REAL ESTATE 50332 91902 12047 b 8.3% . 1570 38,445
SERVICES 145370 233148 412028 21.4% 2778 172.883
GOVERNMENT & SOVT ENTERPRSES 194297 188562 228740 170 19.738) m.178
FEDERAL. ClaiLAN 8219 28957 32387 28% . 738 3410
LEUTARY 88397 37893 J.uoe J 4‘ . 130.704) 3513

STATEANDLOCAL 7N 121752 . 9. 22 20283




SECTOR/INCUSTRY

TOTAL EMPLOYUENT
NAGE AND SALARY
PROPRETONS

FaRt: PROPRETORS

NONFARM PROFPIMETORS

TOTAL FARM
TOTAL NONFARL!

prATE

AG SERV FOR FISM . ANC OTMER

WANUFACTURING

TRANSPORTATION AND PUBUC UTILTES
IMOLESALE TRADE

RETAN TRADE

FINANCE INSURANCE AND REAL £STATE
SEAVICES
JOVERNIIENT & GOVT ENTERPRSES
FEDERAL CIVILUN

LIUTARY

STATE ANDLOCAYL

SECTOR/INDUSTRY

TOTAL EMPLOYHIENT
JIAGE AND SALARY
PROVAETONS
FARLL PROPRIETORS
NONFARLY PROPRIETIAS
TOTAL FARLS
TOTAL NONFAR!Y
omyvaTE
A0 SERY FOR 15
TN
HS TR, DTl
MANUFACTURING
TRANGITATLTSHAND AU L LT L TES

ANC OTRER

FECERAL {ovemti
rulady
STATEanDLIls

SECTOR/INDUSTRY

TALEHIOL O ENT
SAGE AND SaLal.
PRIIRETCRS
FARLY PROPRIET DEG
NCHFARL) PROPRIETSARS
I0TALFARN
TLTaL NOHFARTT
PRIVATE
A3 SERY FOR Frsm oud ITHER
NG
CONSTRUCTION
MAMUFACTURING
TAAHSPORTATIGN AND PUBUC UTILTES
S HOLESALE TRADE
RETAL TRAGE
FINANCE (NSURAMCE AND PEAL ESTATE
SERACES
GOVERNIIENT & 30VT ENTERPRSES
FEQERAL Criaiual
LUUTARY
SY&Y{ ANDLOCAL
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SAN DIEGO, CA (MSA)

FULL & PART TIME JOBS SHARE OF TOTAL JOB GROWTH
1083 1978 1989 1069 197V 1900 1909-70 1979-38
634 492 931.130 1390302 1000 1000%  1000% L olndd 49183
380 422 013180 1478483 9P a7 3% " mns 363.303
$1070 17938 23819 8 1% 127 P L2l 23 950
2683 s 880 198 LED 6% an 3037 18
Y 12078 197623 78 120% [T s3883 83544
12 358 17138 8708 20 18% 1% 4777 33N
81913 914004 ) 383 305 >l 082% Ll ad 294870 +48.500
343 843 3783 1o 3840 €84% e 0 101476
1908 10 038 4003 1 1% [ Ey- T80
94 11| 1008 L [ 2 o™ D ood 484
23209 32.32¢ 84487 308 39 6.1% nus 32183
023 103.488 138847 X1 3 11N 101N n27 33370
199w 08 wes? 12 1% 2 0.2 S8z
15303 26 304 s7 193 248% 19 145 1008 2389
82303 134782 ne M0 130% 15 5% 1508 @454 74 643
28978 70 124 172 040 an 18% 2 .16 s1918
02 851 837 P2y - 18 2% E-2 .0 A 103,983 168.562
209 299 268 221 ne 258 i28% 280% -3 1 08% 49024
B8 4098y 18047 80 e I 2403 5088
172048 1277 144 50 2717 13 7% 10 B 44 00D L Rer]
38363 99301 175887 3 10T $1%, A8 2818
MINNEAPOLIS—ST. PAUL, MN-WI (MSA)
FULL & PART TIME 4088 SHARE OF TOTAL JOB GROWTH
1969 1979 1989 1949 1979 1989 1960-70 197889
47878 1288 182 1802928 100 0% 1000 17482 137784
23 3%9 118799 11603 20 8% L Ea) 274380 739
3 138 908 [ " Qs 70.348
LT ) 10% o7 2332 11.484)
175583 8% 10.9% 0520 s
11911 14 [3ad 2.794 2.70G
+ 588 033 388 M 314808 340.484
1397438 CE S 278741 316882
L2 83N 2682 3210
[ 0% @0 3
(o $.374 98
1M 235 13,082
S e, 7.807 14388
6% 283M 18 008
170% 4. 343 34 490
$4% 35058 “srs
88 11,488 188981
e B 33T 23502
22 14% e ] 1928
18% o™ (5.248) ne
134293 S8t o8 41281 0%
ST. LOUIS, MO-iL (MSA)
FULL & PART TIME 3088 SMARE OF TOTAL JOB QROWTH
1969 1978 1988 1983 1979 1989 1969-79 _1979-89
cospaey 1230313 1 iITBT 100N 1000% W00% 150,412 208644
¥y 432 1104737 1250 883 91 8% 89 ¥y §70% 190353 148 884
397 129028 185 810 82% 10 5% 130% 0087 87782
11991 9002 10% o 08 768 2 08%)
117937 177 808 73% 36% 124% 3200 s9.871
1533 11348 T 1 2% o8 2478 3803
$ 215662 1326113 9e 8% 98 &% BT 143337 21043
1050827 1287147 818 834% ED 134518
3 T8y A2 04% 05% 2003 338
1498 4286 2 3% O 4% 03, 1.749 2
60 902 cie92 47 e 5.2% 10 322 13790
284.718 231760 267% 21 3% 1% 244243 (32.8a3)
2280 8 66 83748 (230 8% s8%y 988 3880
6220! IERE ] 6379 S8 59 S 16833 3248
162 893 198081 248 202 1510 8 1% 173% 35188 40 141
A3 477 81872 109,508 58 1% 7 6% 15899 27.733
210998 283788 1220828 1955 FERLY 3% s 138 840
151418 163135 158 968 130% 134% 118% 1379 385
38179 3i 881 3 29 6% (3.483; 1.082
15023 JJ 2e (R 4 :'- 14% .70 7001
11293 o 84% L ¥ o 1353, 21908 333y
m: & Part yme Employmert, H-y‘_‘l

50 - W eshngon and the U 6. Wn‘c«n—- BEA. Tabis CA2S:

69-451 - 93 - 4
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BALTIMORE, MD (MSA)

FULL & PART TIME JOBS SHARE OF TOTAL JOB GROWTH
SECTOR/INQUSTRY ; 1989 1979 1909 1969 1978 1900 1960-79_ 1979-89
TOTAL ELPLOYHENT 980714 1130984 1207795 1000, 1200 1000% 150280 278,804
WAGE AND SALARY 913718 1006482 1245482 932, 3167 2.1 208.00
PROPRIETORS 66.996 9 M2 16213 587, 84 1758 o m
FARLE PROPAIET D! 4834 1959 4653 05 042 03 1208)
NQNFARL! PRC: 62.142 89 583 137 860 6 3% 79 22340 6077
TOTAL FARM 0388 8 187 7018 09 FEN 1] IR Y
TOTAL NONFARIY 972028 4122827 1400777 W1 9 3 150198 270.2%
PRIVATE 747720 87313 1142758 T62% bR o2 125.413 ¥9 623
AQ SERV FOR FISH AND JTnER 3709 537 10427 043, V8% 1.004 3034
LNIRNG 53 483 s ) 014, 0% 130 -t
CINSTRUCTION 49 990 52633 95010 350, 1264 32377
MANUFACTURING 208.859 172,350 133.581 152% 38,509 38.789)
TRANSPORTATION A PUBLIC UTILINES 50 819 [ S5 TH 64 848 568% 2528 50
S HOLESALE TRADE 45296 3 526 69 79 507 11230 13.183
RETAR TRADE 148.680 101,927 237.533 63 38247
FIMANCE iNSURANCE AND REAL ESTATE 52.962 T 108 a8 59% 2450 rav
SERVCES 178 872 220996 116199 nT 74.12¢ 163.203
GO JEANLIENT & 3OVT £ .TERPRISES 224 608 249 394 234019 221% 24.798 [X°)
FEQERAL CHVILIAN 62981 73663 17279 558 10.704 3814
g TaRY 31058 052 33987 21, . 121,200 3.003
STATE AND LCCAL 10 292 143677 147 683 129 1098% 35288 008
PITTSBURGH-BEAVER VALLEY, PA (CMSA)
FULL & PART TIME JOBS SHARE OF TOTAL JOB GROWTH
SECTOR/INDUSTRY 1969 1979 1989 1989 1979 1989 1969-79 1979-89
TETALENPLO T t 953 T80 1137722 1126791 160 0%, TR0 100 0°5 83 M2 110931
LASEAND §a kv 95195 1012995 547307 316% 284 ares, &7 800 149 358,
PRCPRETCA S 88 585 13727 139 354 847, 3 12.4% 16 142 627
FARNIPRCFR ETS 4353 EL) 5626 S a4 084 04% 1.2%0 ST
SONFARY PANSHIT RS 812)2 FLRRS] 134 328 30 870 1.9% 14.892 33204
38/9 tlie 5413 6% LAY 0.6% 1153 @18
EDTEE L1 . 1227 9942 798 82.789 183
915 393 746 021 86 97, 378 80.700 74
R FSH 200 LT3 3943 23 908 2015
5516 i 08 18 2400
Izl ALl 35 305 514650 5% 8.140 {2.790)
MANUFACTURING 302.039 23.5% 122% 33.220) {129.888)
TH et A TR * R5887 $9% 52 1691 r42n
43 584 9% 50% 6103 943
166275 170% 18.8% 27339 e
391 57% 89 15,350 13490
213210 2347 38 2.3 113,643
112 506 8, 1104 2089 110.239
1T 688 11 17% 1187 129
15423 I B% 11% (5.950 259
99373 93% 8% 838 12,23
PHOENIX, AZ (MSA)
FULL & PART TIME JOBS SHARE OF TQTAL JOB GROWTH
SECTOR/INDUSTRY 1969 1979 1989 1969 1979 1989 1960-70_1979-89
400 875 1203529 199 0% 100 0% 347.887 434,906
- 359 w2 1330.895 33 8% 85.6% 06.800 363.93)
OPAETCRS AN 1020 10807 91.053
2276 6% 9 29
38 698 3T 40,718 90.760
9346 240 11274} 14681
TITALNQNFaAr 191330 97 6%5 338,041 455.452
PR.ATE 2238 35 4°, 304,897 17912
25 SERV FA FiSm Al OTmER 1603 11 4803 4941
G 312 1% ny 1.296
COUSTRUCTION 23 480 59% 40,070 880
MANUFACTURING 77,047 19.2% 31,504 32.83¢
TRANSPORTATICN AND FUBLIC UTILINES 18 940 : L 1258 22118
21+4JLESALE TRADE 19 960 6).422 50% 20.181 2.
RETAIL TRADE 63 905 212678 17 3% 66031 76 730
£1M.0NCE INSURANCE. AND REAL ESTATE 28 387 136615 B 40.323 87.523
SERVICES 79.62 7788 199 89 208 178.933
GOVERHMENT & 3GVT ENTERPRSES 69.092 150676 17 2% 34044 37540
FEDERAL, C1 ALIAN 10095 18.691 25% I 4.681
TUTARY 176 16.784 3 8%
STATE AND LOCAL 44820 11522y 1120, 11.3%
MBG

andtho U.S. of BEA. Table CAZS: Ful & Pant Time Employment, May 1901,



U.S. JOB STRUCTURE

Services

Retail/Wholesale

Government

Manufacturing

FIRE

TCU

Construction

MBG-Washington an

(March, 1992)

T

N

&\Q\\& 4.2%

0.0% 5.0% 10.0% 15.0% 20.0% 25.0%
Share of Total Nonfarm Jobs
d U.S. Dept. of Labor

TCU: Transport, Communication, Utilities

30.0%

L9
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EMPLOYMENT STRUCTURE IN THE STATES

TOTAL

STATE EMPLOYMENT Constr.  Mtging
Alabama ... .. 1.643 500 462% 23.07%
Alas 232.000 3 Bac, 509%
Anzons 1.548.100 3l 11489,
Arkansas . 971.620 4 08% 24 60%
Catdornia 12 958 350 488% 1354,
Coloraco. 1£71.800 423% 12.14%
Connecheut 1.590.700 296% 20.26¢,
Delaware .. 343.550 530% 20 70%
Distnctof Columbia 678 600 178 223%
Flonas 5.304 400 4 68% 3 18°,
Georgia . 2.965.000 418% 18.32%
Hawan 536.800 596% 368
Idaho 433.800 5008% 15.80%
ihnors 5.284 400 19 18°,
Inchans 2.558.700 24 55%
owa 1240 300 18532
<ansas 1110 300 16 £3%
Kentuchy 1.505 200 18972
Louisiana 1 634 50C 11 345,
Maine 513 500 18 56%
Marylaro 2 140 300 9173,
Massacrusetts 2814700 16 32%:
\hehigan 3191250
Minnesotla 2134500
Mississippn 933 50C
Missours 2337 605
Montana 302.769
Nebrasha 780250
Ne.asa 643232

“.ea mMamosre
Nea Lersey
New hlauco
Nea Y.
Nzrn Taeoing
Nortn Daecia
tane—a
Crezern
Pennsywan.a
Anode isiarg
Soutn Caronna

Tennessee
Texas
ytan

estfegima
rosconsin
yoming

U S. TCTAL
TCL = Frassporiativn, (lom @vascatn
MBG-wW.

581%
3917%
3812%
476%
413%,
460% °
543%
5057
4135,
335%
313%
413
d Peble Uidity Services

gton and the U.S. Department of Labor, BLS. (Actusl U

FIRK & Fisasce, fasn

Employment Shares
TCU Teade FIRE

€42%
4.60%
6.10%

S 09°%
8 847
526°%
603%
4 92¢%

21 70%
2017%
23.22%
22.25%
2372% a.52N
6.27%
0.17%
9.37T%

22.30%
26.68%
23.99%
24 29%
24 31°%
23.13%
22.84%
23 98%
23.35%
23 52%
2268%
23.56%
uce and Real |

Services Government

20.30%
3128
18.17%
17.47%
16.48
18.48%
13.33%
11.74%,
40 42
18.85%
18.38%
20.88%,
20.17%
14.68%
14.97%
18 28
19 69%
18.14%
20 89°%
19.20%
19 934,
13.57%
16.29%
18.35%
21.9%%
16.24%
2375
19.51e,
13.40%
15.67%
16.09%
26.16%
18.32%
18.51%
24.54%
15.22%
22.6848
18NS
13 68%

14918

19.43°,

21.68%

16.07%

18.50%

20 32°%

18.13%

20.57%

19.39%

20.33%

15.38%

28.81°

17.18¢%

Teade = Wholcsale/Retan

D

20.02%
21L.77%
T TN
21.19%
27.88%
20.07%
27.23%
24.48%
38.68%
30.85%
21.72%
29.51%
21.46%

nber, 1991)
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NET FIXED INVESTMENT IN THE U.S.

Share of GNP
10% - .

8%
/" /:\ /\\ 1980-91 Avg: 5.7%
Y \”/\. / / \\ L
NE \ ‘/ \ /I’ ™~
a% \"/ \\//
2%
O%

196y 1963 1987 1970 1973 19TE 1979 1982 1885 1988 199

U.S. BUSINESS INVESTMENT

{Constant 1982 Doliars)

Totai Reat Growtin

88%

$0%

0% S 4 ’
19508 1960s 1970s 19808

MBG-Washington 8 US Dept of Commerce/BEA
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U.S. MANUFACTURING TRADE IMBALANCE

. . 4
- . . .
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P jete o aeth 0wD 0TV awTi aws gwta 1w00 bele (nle resw pesh el pml jver fwd jwie 1807 (s Iege 1ewe 1991
MILLIONS OF U.S. DOLLARS EXPORT
YEAR EXPORTS IMPORTS BALANCE GROWTH

1970 $31.720.1 $27.332.0 $4,388.1 N/A
1971 $32.904.6 $32.103.7 $800.9 3.73%
1972 $36.503.2 $39.710.0 (83.206.8) 10.94%
1973 $48.467.7 $47.130.6 $1,337.1 32.78%
1974 $68.512.6 $57.829.7 $10.682.9 41,36%
1975 $76.869.5 $54.004.0 $22.865.5 12.20%
1976 $83.120.2 $67.631.8 $15,488.4 8.13%
1977 $88.901.7 $80,504.0 $8,397.7 8.96%
1978 $103.633.8 $104,334.4 ($700.6) 16.57%
1979 $132.745.4 $117.130.9 $15.614.5 28.09%
1980 $160.651.4 $132.986.5 $27.664.9 21.02%
1981 $171.749.3 $149,752.1 $21,997.2 8.91%
1982 5155,305.4 $151,727.9 $3.577.5 -9.57%
1983 $148,664.7 $170.865.2 ($22.200.5) -4.28%
1984 $164.071.3 $230.909.6 ($66.838.3) 10.36%
1985 $168.025.0 $257,477.6 ($89,452.6) 241%
1986 $179.818.6 $296.652.7 ($116,834.1) - 1.02%
1987 $199.883.5 $324.443.9 (8124,560.4) 11.16%
1988 $255,638.7 $361.381.0 ($105,742.3) 27.89%
1989 $287.017.5 $379.425.4 ($92.407.9) 12.27%
1990 $315,747.3 $388,806.2 ($73.058.9) 10.01%
1991 $345.377.0 $393.070.0 ($47,693.0) 9.38%

MBG -Washington and the U.S. Department of Commerce, ITA, __



U.S. MANUFACTURING TRADE: 1991

71

{MILLIONS OF DOLLARS)

INDUSTRY

o
1o
es nev/ Cais ~ Japan

Telecommunicanons equip ...

Footvear

venicias now cars — Other
vencies'new cars — Canaga.
Toys games $poring goods
Eiectncai machingry

QOtner manufactured goods
Venicies tucks

ADP equip oMfice mach
tron and steel mill giod
Gemn g:amonds

Furniture ang gans

Travel gooUs

Paper and pape:ocars
watches Ciocks Darts
jexule yain fabnc

Pigtnum

Metal manulaciuies. nes

AriyQrk antGues
DA, v
131033
WCOD ™a
3asc0n

Pow/er generating mach
Cramgas - ¢rganc
Chemcais ~nes

pecianzeg g mach
Arpiane paiis
Cremicals — plasics
Scientitg msyumenis
_Augianes

MG~ Wastiegtes sad the 115 Depariment of Commeres,

EXPORTS

§345 3770
832146
$487.3
55,9658
$5425
830772
$6.1895
520855
$229352
§25.1087
$386%2
5259536
84,2141
2082
§2.1132
51590
555618

812349
S1288¢6
$3% 4
SR ]
S874 0
$1 3026
$1325%
52398
35745
232 8
$133015
$16<75

$35788
529800
$17 107 ¢
$16.967 5
S10927 9
50158
$16 565 2
51026368
8103224
S134876
5241382

IMPORTS BALANCE
33930700 {547 693 0}
$26.205 8 ($22.994 2)
$20.387.7 {$19.890 4)
S§23.4690 {$13.503.2)
$9561 0 {$9.018 5}
£10 8531 ($7.775.9)
$13.543 6 (57.354 1)
$88236 ($6.738.1)
$35.103 1 {55167 9}
$30.064.2 {84955 5)
$8.261 4 ($4.292 2
$30.064.3 ($4.110.7)
$8.312.3 ($4.098.2)
$4 006.1 {$3.796 9)
$4.938.3 ($2.825.1)
$2.3453 {52.186 3}
$8.024 4 ($2.062.6)
522866 {32061 3)
$6.9908 {$1.833.7)
51,6639 {$1.350.1)
$6.376 2 $1.2070)
$1.244 8 51157 7)
$2.3102 1$1.037 5)
836226 {5936 3}
$3.1154 {S878.7)
51,0627 {5844 8)
$14855 {3774 0)
519808 (S740.6}
$36527 ($726.5)
519078 ($663 8}
$1.9130 (5624 4}
$651 5 (8612.1)
$3380 (54501}
512472 ($373.2)
S18359 (3333 3)
516009 {$275.3)
$406 8 (5166 8}
5704 8 {8130.3)
$366 2 {5127 4}
5140730 $228.5
$1.4158 §2317
(-1 . $257.3
$770.7 $357 .1
524091 87155
$32987 8033
$248 1 5506 2
314173 $943 5
$1.9348 $13603
$2.786 5 §14765
530528 515534
337053 §18733
$9192 $20608
144225 $25684 6
$14 230.3 $27372
58.156 8 §27711
21230 538968
810815 2 $5651 ¢
$4 0854 $6.178 2
$3.785 1 $6.5373
56.757 & $6.730 2
$3.436 % $20722 1

Htarcan of the Census, 1900,
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U.S. MANUFACTURING TRADE: DEFICITS

_WITH JAPAN AND GERMANY

Deficits: Billions of Dollars
) [}

_ Year

1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991

YEAR

1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991

. Béticit w.m Jaﬁgn

(o - - T T Taa
Deficit With Germany

MILLIONS OF U.S. DOLLARS

'u- S —

EXPORTSTO  IMPORTS FROM BALANCE WITH YEN PER
JAPAN JAPAN JAPAN___ DOLLAR _
$8,947 $30.471 ($21,524) 2257

$10.080 $37.285 ($27.205) 220.8
$9.984 $37.365 ($27.381) 248.8
$10.815 $40.731 ($20.916) 275
$12,161 $56.535 (344,374) 2375
$12.368 $68.093 (855.725) 238.7
$16.871 $81,202 ($64.,331) . 168.4
$16.317 $83.868 ($67.551) 1445
$21.948 $89.123 ($67,175) 128.2
$26.982 $92.925 ($65,943) 138.1
$30.904 $89.086 (858.182) 144.9
$31.385 $91.006 (859.621) . 1346
MILLIONS OF U.S. DOLLARS
EXPORTSTO  IMPORTS FROM BALANCE WITH DMARKS PER
GERMANY GERMANY GERMANY DOLLAR
$8.000 $11.449 (83,449) 1.815
$7.623 $10.884 (83.261) 2254
$7.050 $11.450 ($4,400) 2428
36.489 $12,089 ($5.600) 2.554
$7.372 $16,427 ($9.055) 2845
$7.493 $19.527 ($12,034) 2942
$8.809 $24.398 ($15.589) 2170
$9,784 $26.421 ($16.,637) 1.798
$12,184 $25.901 ($13.717) 1.757
$14.894 524,206 (89.312) 1.881
$16.665 $27.449 ($10.784) 1.617
$19.442 $25.489 ($6.047) 1.661

..MBG —Washington and the U.S. Department of Commerce, ITA. _



73

MAJOR U.S. IMPORTS FROM JAPAN

THOLUBAND DOU.ARS

. INDUSTRY {Customa Basis) 1989°

ALL GOMMODITIES $74 807 012
87— -VEMICLES, EXCEPT RALWAY OR TRAWWAY AND PARTS €TC S22 948 523
83- - ELECTRC MACHINERY ETC SOUND EOUIP IV £0UIP, PTS 513890 133
84 - - MUCLEAR REACTORS BOULERS MACHNERY ETC PARTS $13 608 580
30= <OPNIC. PROTO ETC MEOIC OR SURGICAL L1 STAMENTS £TC 42008 617
93 - - TOVS. QAMES c SPORT ECUIPLIENT. PARTS 4 ACCESSORES $1.248 490
72+ =iRON AMO STEE! $1.4040 704
73- -umo.ssonaouoasrisn $1.00 119

29— - OROANK CH! $93827
30- - RUBBER AND ARTICLES THEREOF s7e9 950
37 - - PHOTOGRAPYC OR CINELATOGRAPWIC GCODS $767 950
19 - = PLASTICS AND ARTICLES THEREOF $732758
98- - SPECUL CLASSIFCATION PROVIONS NESOY $408 734
82- - TOOLS CUTLERY ETC OF GASE METAL & PARTS TMEREQH $356 209
91= =CLOCKS AND WATCHES &ND PARTS TWEREOF $83 308
88- - NACRAST SPACECRAFT AnD nms THEREOH $43727%
$9- - SPECIAL LIPORT PROVSIONS N g8
96 - - BSC EUANEOUS umuncmmo A.'lnt:LEs $308 A58
£9- - CERAMIC FRODUCTS £308 038

MUSICAL NSTRUMENTS PARTS AND ACCESSORMES THEREQF 5237049

LANNADE FILAMENTS INCLUDING YARNS & WOVEN FABRICS $209129

FURNITURE BEDDING ETC LAMPS HESO ETC PRLFAB 60 3203328

TarraNG & DYF EXT ETC OYE PANT PUTTY €10 ing 3199308

£USC ELLANECUS CHELUC AL PRODUCTS
PAPER & PAPERBOARD § ~RTICLES ANC PAPR PULP ARTL:
33- -LESCEVLANEDUS ARTICLES OF BASE METAL

1990

538 &34 279
329 131 228
518 547 792
S8 73 275
331 44t
52 507 909
1 %R.A27
$1151.909
5962 063
$1 081 596
5893237
$903 413
5820903
5389422
5399221
5341408
329542
$342 3¢

5232028

391.081.788

MAJOR U.S. EXPORTS TO JAPAN

THOUSAND DOLLARS

INDUSTAY (FAS Vaivey . 1991
ALl COMMODITIES S8 520 %6

814 = tUCLEAR REACTOAS BOWERS HIATRINERY E7L 24RTS 35 408 108
23+ - ELECTRIC 1IACHINERY ETC SOUHDEQUIP T4 ¢ Ll et 318 178
32 3 957

: 000 &IDARTCLE 5 OF L0200 b $2 171378
E QPNC QT ETC HEDS 09 SURGKCAL U 3TF 32 RS 667
CEREALS ENRL L AN

150 CRSSTACEALS & aDua T 3 318 378
84LCD -déom.nuh O€D TIBAILY WBSTIINIEY 5t 361 913

LyLun Y .uo ARTCLES TrESE. 31224382

27 -RNERAL Y LEL I ETD BTSN SUBST MINERAL vAx 34723853
- vERNCLES EXCEPT Ral oy OR TRALIWAY ARD PARTS €10 S 862
EARTH 1ET & RADIOACT COMPD 3911 826

£ED FRUT PLaNT ETC 5328170

g 5735235

HCNS NESD: 636 681

47- -PULP OF WOODEYC NAS'E F PAPER 3 PAPERBOAAD 5536 833
- =EOBLE FRUIT & NUTS CifaC i? OR MELON PEEL 3474808
38- - HSCELLANEQUS CAELICE LuCTs 5467038
18- - PAPER & PAPERBCARD & 4 5t PAPR PULP ARTLY 5436278
35 - PRARMACELTICAL PRODL LTS 3423388
Tt -NAT ETC PEARLS PREC €7C 3T1NES PONET ETC COM 3420927
14- -COPPEAAND ARTICLES THERTGE 331548
11 - - RAN WIDES AND SPS INO FUFSP NG 21D LEATHER 3335967

*1981 dath are through October, 1991
W53 - Washington and the 1.5 Oept of Commarcs, Bureay of e Census.

1990

546138 438
39329 718
$3 216020
33402038
32 194 78%
32137098
3236778
3170880
Si 618 747
3150208
v 178 352

.'9' 58

3514 724
3166213
5476040
3118422
5610845

1989

342 784 273
$5 424 898
52 900 004
:201\01\

BHARE OF YOYAI.

igme 1990

00 I
33 3%
A
200
8.5
L
132%
i &8
13%%
109

1990

100 (0%
330
20 08°s
21 0P

377

0285

SHARE OF TOTAL
_ 8w

1991°_

100 SO
1347
7815

484N

1990

100 Q%
1307%
897
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MAJOR U.S. IMPORTS FROM GERMANY*

THOUSAND DOLLARS

_INDUSTRY (Customs Basis) 19910 1990 1989
ALL COMMODITIES $21 149523  S2803S442  $24.774.389

84+ =~NUCLEAR REACTORS BORERS MACHINERY ETC . PARTS S3661168  ST22478  $8.22.8) -
87+« vEHICLES. EXCEPT RAILWAY OR TRAMWAY AND PARTS ETC SI47BI  STI020%  SA1MEsd
85~ - ELECTRIC MACHINERY ETC SOUND EQUIP TV EOUIP PTS S179732) 5202838  $1p08829
90+ -OPTIC. PHOTO ETC. MEDKS OR SURGICAL (NSTRMENTS ETC S1448955 51664356  $1.52.928
29- - ORGANIC CHEMICALS S10B012  S1123276  $1.10037
98- - SPECIAL CLASSIFICATION PROVISIONS NESOI 3578220 5888859 $562292
19- - PLASTICS AND ARTICLES THERE-JF 5527059 5650 359 5613500
72- ~IRON AND STEEL $412218 S641912 5800839
3~ ~ ARNCLES OF IRON OR STEEL 5390897 5462110 $424 568
28~ = INORG CHEM. PREC & RARE - EARTH MET 4 RADIOACT COMPO $324 947 5434 989 $341327
32- - TANNING & OYE EXT ETC DYE. PAINT PUTTY ETC INKS 5321896 5359 795 $321.308
99~ - SPECIAL MPORT PROVISIONS NESO! S271499 5344 813 5264.793
38~ =MISCELLANEOUS CHELIICAL PRODUCTS 5226.12¢ 5266 850 5213407
- PAPER & PAPERBOARD & ARTICLES (INC PAPA PULP ARTL) 5193915 3297.692 $323753
~FURNITUAE BEDOING ETC LALIPS NESOIETC PREFAB B0 $184981 $239.808 5222019
- RUBBER AND ARTICLES THEREQF 5184631 3 s222.113
30- =PHARMACEUTICAL PRODUCTS s170818 $137203
73- - GLASS AND GLASSWARE S184474 $176.128
71~ ~NAT ETC PEARLS PREC ETC STGNES PAMET ETC COIN 5160818 S122514
82~ -TOOLS. CUTLERY ETC OF BASE KIETAL & PARTS THEREOF $152991 5190220
“€~ - ALULINULY AND ARTICLES THEREDF s128766 $162.120
BEVERAGES SPIRITS AND “INEGAR 5128269 5174209
56~ ~ARCRAFT SPACECRAFT AND PARTS THEREDF $12790) $151.181
COPPER AND ARTICLES THERECF 3106001 S151.408
- TOYS GAMES 4 SPORT EQUIPMENT PARTS § ACCESSORIES 3100 762 5131298 598 882

MAJOR U.S. EXPORTS TO GERMANY*

THOUSAND DOLLARS

INDUSTRY (FAS Value) 1991 1990 1989
ALL COMMODITIES 3160060 387 317605380  $16.089.190

NUCLEAR REACTCRS BOILERS MIACAINEAY nr PARTS 54191320 54495495 $4.118.233
ACRAFT SPACECRAFT 20D PARTS TmESEG 225231 52062974 $2.245.200

~ELECTRIC MACHINERY £TC < i1 493359 3186824 S1 481,228

ETIC PHITOETC “1ED H ks < 31 46 936 51460 553 51420409
! 31183783 31021650 5769200
3 - = SPECIAL CLASSIF CaTiON PRS 1SS0S 11310 3551156 3615926 $SI98.447

SRIANIC CHE'ICALS 3472347 $412.884
~PLASTICS ANDARTICLES TMEDBE 27 )'23157 5358261
< AAMS AL C ALILIYLET 2 SSOPIES THEAEE $452334
=PULP OF OO ETS 2R & PAPERBOARD 5362394
- PHARNAC EUTIC 2 2! $290.394
~INORG CHEN} PREC & LET § 3ADOACT COUPD 3219410 $204214
~TOBACCO ANDLIANUF &L "L RE 3218 46 212879

*2- - QI SEEDS ETC 'uSC SRaM SEED FAUIT PLANT ETC ST $217.300
~TUSCELLANECLS CHEI YIS TS 3253402 $114881
~H#COODAND ARTIZLES IF SO0 ChARCOAL 3205438 5206876
- NAT ETC PEARLS PREC PRLIET ETC COIN 3131559 $160.553

.8~ ~EDIBLE FRUIT & ":L78 i T ORMELON PEEL 3141 714 S374.427

33~ ~PAPER & PAPERBCARD § 2R *C PAPR PULP ARTL) 3202 209 $103.60
52-=COTICN INCLUDING YAR!. - N FABRIC THEREOF 370 82% $121937

~RUBBER AND ARTICLES T $88.607 5112871 595,658
37~ = WORKS OF ART COLLECT: S "':..S 84D ANTIQUES 3133990 5107 465 $81.486
37~ ~PANERAL FUEL C1L ETS BiT'JLIN SUSST T14.ERAL WAX $93 87 718 $104.790

-TOYS GALIES & SPORT EQUIPLIENT PARTS 3 ACZESSORIES 3109772 Sy 268 $93.961
73~-=ARTICLES OF IRON OR STEEL $90 429 $92 967 $87.173

* Data are for the lormer West Germany only  **1991 data are twough October, 1991
MBG~Washmngton and the U.S. Depl. of Commerce. Buraau of Censua.

SHARE OF TOTAL
1909120 1990 1989
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7P, 2570n
2P, 2610,
850% 723
683 504%

SHARE OF TOTAL

1994

100.00%
23.t0n
15.20%

897%
8.45%
718
3314
2.57%
223
184%
T 14,
142%
132%

1990

100.00%
25408
1,708
10 84%

3.79%
a9t
288%
240%
199%
163%

1989
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Product by indusiry. 1977-88. A Progress Report on improving
the Estimates.” in the SURVEY OF CURRENT BUSINESS.
January, 1991 £ 26



MANUFACTURING DECLINE IN THE STATES
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MANUFACTURING DECLINE IN THE STATES
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MANUFACTURING GROWTH AND DECLINE

SHARE OF SHARE OF CHANGE

STATE/REGION GSP: 1979 GSP: 1989  IN SHARE
NEW MEXICO 5.57% 6640 19.24°
SOUTH DAKOTA 8 46% 9.820, 16 20%
NORTH DAKOTA 5.25% 6.01°% 14.49%
MISSISSIPPI 24420, 27.57% 12.90%
IDAHO 16.98% 18.37% 8.20%
UTAH 1561% 16.47% 5.50%
LOUISIANA 14 97°% 15 66% 4.59%
ROCKY MTN 12.90% 13.16% 1.99%
DIST OF COLUMBIA 3.26% . 3322 1.87%
ARKANSAS 25.39% 25.00% ~1.53%
MINNESOTA 21.50° 21.13% —-1.75%
WYOMING 3920, 381% -257%
PLAINS 2051% 19.76% ~3.64%
MISSOURI 2363% 22.69% -3.98%
OKLAHOMA 14 88% 14 20°, -4.58%
COLORADO 1377% 13120, -4.77%
KANSAS 19.59°, 18 520, -5.50%
NEBRASKA 14.63% 13.49°, -7.80%
SOUTHWEST 16.86% 15479, -8.22%
ALABAMA 25.27° 23.18% -8.28%
DELAWARE 31.39% 28.720, -8.50%
CALIFORNIA 18 49° 16.89% -8.66%
TEXAS 18.53% 16.86% -9.03% -
FLORIDA 11.27% 10.19°% -9.53%
IOWA 24 15% 2168°% -10.25%
ARIZONA  ° 14190, 12.71% -10.44%
FARWEST 18.72% 16 63% -11.19%
NORTH CAROLINA 3393% 29.96% -11.70%
SOUTHEAST 22 23°% 1963% -11.72%
ALASKA 5.50° 4.81% -12.53%
TENNESSEE 27 50°% 24 022, -1266%
KENTUCKY 27 142, 23.48% -1351%
WISCONSIN 32199 27.69% -13.99%
WASHINGTON 19 90° 16 75% -15.87%
SOUTH CAROLINA 30.67° 2567% -16.29%
GEORGIA 23 00° 19 23% ~16.39%
NEW HAMPSHIRE 28.54° 23.55% ~17.50%
INDIANA 35 31°, 28.94% -18.06%
UNITED STATES 22.85% 18.70% -18.16%
OREGON 2401 © 19620 -18.27%
VIRGINIA 19.63% 16.04% -18.31%
NEVADA 5.08% 408% ~19.80%
VERMONT 24.720, 19.74% -20.13%
MAINE 24.24% 19.29% -20.44%
HAWAIl 539% 425% -21.15%
OHIO 34920 27.53% -21.17%
GREAT LAKES 32.44% 25.38°% ~21.75%
MONTANA 989°% 771% -2207%
WEST VIRGINIA 2003° 15592, -22.19%
MICHIGAN 36.129 27.43% -24.05%
ILLINOIS 26.37% 19.85% -24.72%
PENNSYLVANIA 29.08% 21.58% -25.81%
NEW ENGLAND 27.06% 20.06% -25.87%
MASSACHUSETTS 25.37% 18.74% -26.16%
RHODE ISLAND 29 00° 21.27% -2666%
NEW JERSEY 25.77% 18.41% -28.56%
MIDEAST 22520, 1607% -28.63%
CONNECTICUT 30.04% 21.25% -29.25%
NEW YORK 20.13% 14.06% -30.15%
MARYLAND 15.65% 10.63% -32.10% _

MBG-Washington and the U.S. Department of Commerce, BEA.
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SENATOR SARBANES. Thank you very much. It was a very helpful pres-
entat‘iion. I am going to yield to Congressman Obey to take the first
round.

REPRESENTATIVE OBEY. I'm sorry. I have to leave very quickly and I
didn't think I would stay to ask questions. Let me ask a quick one.

You indicated in your statement, Pat, that two possibilities would be
to impose a stop transfer tax, or capital gains tax, on short-term profits
of trading institutions. The argument raised against the transfer tax is
that the action will just move to some place else outside of the country.
How do you respond to that argument?

MR. CHOATE. On the stop transfer tax, you may have some of that ac-
tion, but if you impose a capital gains tax, you don't really care. Who-
ever holds that, you're going to be able to take a tax if they sell it, let's
say, within two years or three years. The other point that comes to it is
tfllllatd most of this is done by our own institutions, our own pension

nds.

Now, what is ironic is that when I take a look at this over the decade
of the 1980s, the institutions, when measured on a performance basis
on the S&P 500, these folks fell below the standard of the S&P 500.
Here they are making the market, and most of them are not hitting the
averages. Now, what it really means is that it is not only causing devi-
ant behavior, I would call it, on behalf of corporate America, they're
not even getting their returns. They would be better off on returns if
they would hold their portfolios long term and help grow the economy
and the underlying companies.

REePRESENTATIVE OBEY. Thank you, Mr. Chairman.

SENATOR SARBANES. I think it is a very powerful point. In fact, I am
Just going to read into the record two paragraphs of your statement that
you moved over, because I think they are very important.

I am now quoting you.

In the speculative, short-term-oriented equity markets that now ex-
ist, only a few American firms have sufficient profits and assets to
make the commitments that long-term global competitiveness re-
quires without sacrificing shorter-term earnings. Most companies
are obliged to focus their efforts and resources on results that can
bolster the price of their stock.

Fast results and short-term earnings have become the obsessive
goal of too many American companies. The pursuit of these objec-
tives diverts resources from investment in modern plant and equip-
ment, research, technology and training to clever financial
manipulations. It sacrifices market share to high quarterly earn-
ings. And it discourages workers from making long term commit-
ments to companies.

Now, let me ask this question: Do you correlate and trace this move-
ment—fast results, short-term earnings—to the nature of the ownership
in the marketplace?

MR. CHoATeE. Yes, sir.

SeENATOR SArRBANES. How much of a correlation do you put on that and
hov»:? much do you think that it is a factor, as compared with other fac-
tors
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MR. CroaTk. I think it is a major factor. When we go back, for exam-
ple, into the early 1950s, what we saw is that institutions owned
roughly a fifth of the equities on the New York Stock Exchange. Now,
that has only risen to about 39 percent. It is less the ownership, which
is large, but it is what these owners are doing with their portfolios, that
you measure by the large block transactions and by the turnover rates
on the total value of stocks held in the New York Stock Exchange.

What you see is that this really began to take off in the late 1970s
and then it really picked up speed in the 1980s where you had these
takeovers, these buyouts, and the chuming like activities. The New
York Stock Exchange, in the late 1980s, did a survey of 353 portfolio
managers as to what they were looking towards. Roughly 80 percent of
them said they didn't even look at the company, didn't look at the in-
vestment, didn't look at the products, didn't look at their market share,
they only looked at the numbers, quarterly numbers.

So what you have here is a circumstance where productivity, growth,
union agreements, all of the basics that one would take a look at on a
long-term basis, are simply discounted. The reason that this occurs and
the reason that this can gappen is because pension funds pay no taxes.
There is no penalty in the current system.

My preference would be a capital gains tax on pension funds and in-
stitutions. You buy the stock, you sell it within a year's period of time,
you're going to pay a 20 or 30 percent tax rate. If you hold it over that
period of time, there will be no tax rate, in other words. So the pension
funds and others that are holding and investing long term are really in-
vesting rather than speculating. It won't effect them at all, but it will sa
to the others that are speculating, if you want to do it you can do it, if 1t
makes business sense. You're also saying to them that we are going to
bias the rules to the long term over the short term.

What is now happening with our capital markets is that they are re-
sponding as rational people in response to the rules that now exist. If
we want a long-term attitude and a long-term performance, we have to
change the rules, and the capital markets will respond, 1 think, very
profitably to that, and not only to themselves but to society as a whole.

SENATOR SARBANES. | am reminded by your reference that they do not
look at the company or its products, but just at the numbers. The same
thing, of course, was happening in the S & Ls with the brokered depos-
its that were coming out of the big investment houses. They did not
look at the soundness and the effectiveness of these at all. All they did
is find the S&L that was paying the highest rate, and then they made
sure that their clients were not already in that S & L so that they had
exhausted their Federal Deposit Insurance or their FSLIC insurance
coverage. Then they would go ahead and place the deposits to draw the
highest return, in effect putting them in the weakest institutions—those
that were paying these high returns in order to get an inflow of deposits
in order to keep going. If it did not work, then the taxpayer, as we have
unfortunately discovered, would end up carrying the burden to honor
the insurance.
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Again, there was no evaluation of the institution. There was only the
attempt to find the highest rate, making sure that the client had not used
up his or her insurance coverage, and then funneling the deposit.

MRr. Croate. That is analogous to what has happened here, the cut re-
search that Ken talks about. You have firms, so they can get their quar-
terly earnings up, the easiest way to get your quarterly earnings up is to
hold back on research. Just cut back on your R&D activity and that will
go straight to your bottom line.

You also see another misuse of capital, When they have a cash re-
serve, they're out buying back their own stock so that they will have
fewer shares of stock, and their earnings will have a higher ratio to
push up the price of stock.

So, rather than investing in modern plant equipment and R&D, we
see these companies spending five hundred million dollars or a billion
dollars buying back stock. That is not a way to prepare for the future.
That is simply to torque yourself up a little bit as a company so that you
look good to the stocﬂ( market.

MR. BARFIELD. I'm not an expert on capital markets, but on the last
point, I would like to make a comment. All of the studies that I know of
that were done in the 1980s, which took a look at the impact on R&D
by mergers and acquisitions, did not find that R&D had been affected
greatly. In fact, it was a wash.

The idea that the fact that you loaded up with debt because of the
takeover, using junk bonds or whatever, and that, in turn, had some di-
rect effect on R&D, is just not shown by the empirical evidence.

Now, I make no judgment beyond that, to the larger questions that
Pat was talking about, except to say this: Without being qualified to
speak about the impact that the tax he proposes would have, I would
suggest that the issue on which this is put forward for the short term,
quarter-to-quarter, goes much deeper into American capitalism. There
are other intrinsic characteristics that the tax may not get at. The way
our corporate governance has been handled, our laws about the rights
of stock holders vis-a-vis the governing board, the way that our manag-
ers operate. In other words, I don't think that this is any panacea to the
question of short-termism. They are not all just dependent on the turn-
over of stock.

SENATOR SARBANES. I understand that, but the factors you are now
pointing to have been constant throughout this period. The factors that
Mr. Choate was pointing to have changed over this period.

MR. BArriELD. We may be saying the same thing, Senator, in the
sense that I'm saying, if the constant is there, this doesn't have much
impact on it. You still may have a set of factors that are constant and
may not be effected by the changes that Pat suggests. I'm just saying
that this is a more difficult and a more complex question that will not
lend itself just to a change in the taxes.

SENATOR SARBANES. All questions are difficult and complex. But, if
you have had a trend that you regard as negative, and you have a factor
that was present throughout, and you have another factor that changed,
it is reasonable to look at the latter factor. That does not mean that the
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former factor may not also have had an impact, but it would seem to me
to be less directly connected.

Mr. Courtis, I wanted to ask you, how long have you been in Japan?

MR. Courris. I first started working in Japan when I was in the strate-
gic management consulting business in the 1970s. I then taught at To-
kyo University from 1983 to 1986, and I have been in this current
position with Deutsche Bank in the global strategy group since the end
of 1987, and continue to teach at Tokyo University. So off and on, it
could be a decade.

SeNATOR SarBanes. How important is this interrelationship that we
read and hear about between the government and industry in Japan, in
terms of enabling them to mount an overall worldwide economic strat-
egy?

MR. CourTis. The member of the Committee who had to leave early
mentioned Adam Smith, and he said, if we started with Adam Smith we
would be in good shape.

That's basically what the Japanese Government also believes. They
believe that the role of government is to Flagl the role that Adam Smith
indicated, and that is, in a sense, to help formulate the consensus to
help build the leadership, to help in the process of determining how
strategic resources should be allocated, but leave the actual allocation
of those strategic resources to the big corporate groups, to the Kereitsu
groups. I think you have a similar situation in a number of European
countries.

So the government is not really involved in the implementation of
the decision, and you can see that very clearly in the R&D. In fact, in
America the government is much more involved in R&D than the gov-
ernment is in Japan. The role of the government then is to essentially
provide leadership, bring companies together on major issues of long-
term significance.

The other issue that [ think is important in this regard, Mr. Chairman,
is that the Japanese Government believes that ownership is very impor-
tant. In Japan, for example, we have the shares in the stock market,
rather than being constantly traded and washed, and are largely held by
other companies. You have this cross-ownership structure that is very
important, and in many respects, it is America that is the anomaly.
America is the only economy in the world where ownership is con-
stantly up for grabs. It is constantly thrown like dice on the table.

Among the competitors of America that are doing best ownership is
very stable and that stable ownership, that long-term ownership, with
capital gains tax and indeed the whole tax structure to promote long-
term stable ownership, you have a structure where risk is shared among
companies. Where companies share a common objective of building
their long-term competitive position because they believe that it is
through this long-term, patient investment in R&D, over the long term,
they can be competitive.

SENATOR SarBANES. It is your view that that characterizes not only Ja-
pan but the European community as well?

Mr. CourTis. There are nuances from one country to another, but the
pattern is, in some sense, similar. In Japan, it is the big Kereitsu groups.
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You take the six biggest Kereitsu, they represent 20 percent of GNP.
That is where the key strategic decisions are made. Once the big
Kereitsu get on site, the key ministries—MITI, FINATS and the central
bank—plus the academic community, pull the rest of the economy with
it.

In Germany and France, you have a slightly different system, but it
essentially gets to the same point. In France it is the strategic core hold-
ings around the big banks, and I suppose in Germany it is also around
the big banks where it occurs.

I want to submit for the record, Mr. Chairman, that what I think is
important in these investment in R&D numbers is that there seems to
be a tremendous consensus in Japan that this is important. There seems
to be also in Europe a consensus that investment like this and research
at this level is important for their future. ‘

What surprises me in the debate in America is that there is still a de-
bate about this, that there is still a question about this that we don't
have to make these levels of investments to maintain the standard of
living that this economy has. I find that paradox extremely curious.

SENATOR SARBANES. A couple of years ago, the Committee did a study
that indicated that the percent of GNP committed to civilian research
and development was significantly greater in both Germany and Japan
than in the United States. Part of the problem is that we have a heavy
commitment to military R&D. :

We also have had testimony before this Committee that the transfer
from military R&D to the civilian sector is much less now than it used
to be. It has become much more highly specialized. There is still some
transfer, but there is much less, and we do not get the same benefit in
the civilian sector out of the military R&D that we might have at earlier
times when the military R&D was less specialized.

MR. BarrieLp. I would like to add just a word about that. I think you
have to parse this a little bit further. I agree. I think we need to look at
those numbers a little bit.

As Mr. Courtis has said, and I don't think it has been picked up on, a
key characteristic that is ignored when we talk about competing with
Japan, particularly when people talk about targeting, is that the target-
ing, certainly since the 1960s, whether you say it has been done by the
Kereitsu or individual firms, targeting has been done by the private sec-
tor. The Japanese Government public investment in R&D is much less
in Japan than it is in the United States, or most other industrial coun-
tries.

And then I think you take that a step further and look at the nuances
of the European experience where you have had high public investment
and a high degree of——

MR. BarrieLp. This is private investment. This is not the government
investing.

- SENATOR SARBANES. Are you including investment in military R&D
when you make that statement?

MR. BarrieLp. Sure. In Japan, you don't have investment in much

military.
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SenaTor Sarsanes. That is right. So, if you compared investment in
R&D in Japan with the U.S. investment, obviously the U.S. investment
is much greater because we have a heavy military component.

MR. BArriELD. Even if you take that out, it is still greater. The point is
that the investment in Japan has by and large been private investment,
and there is a commitment and a consensus that the government—this
gets back to the question of investment here—ought to give incentives
and to have an economy that allows private companies to invest.

The French have had a very different experience and one in which I
would suggest is not the way that we want to go when one thinks about
investment. There has been a great deal of public investment. There is a
lot of discussion about the EC having spent billions of dollars in elec-
tronics, or billions of dollars in Jesse or Esprit. None of these are pub-
lic subsidy programs. None of those programs actually is working out
very well, and gey are now in process of rethinking.

So I think that my point is that, in terms of our thinking about the
United States economy, we ought to be thinking about how one induces
more private investment, not necessarily more public investment.

So, as you come down off of that defense slope with defense R&D
coming down, it ought not be substituted, it seems to me, in the first in-
stance by public subsidy or public investment, but by inducement of
private investment.

SENATOR SArRBANES. Maybe, we need both.

MR. Barrierp. 1 don't doubt that you do, but by and large, I don't
think economists would disagree with this, that direct private invest-
ment has a much greater payoff to society, to an economy, than public
investment.

SENATOR SARBANES. I do not know. We get disturbing testimony about
the state of higher education in this country and the impact of that on
developing the next generation of scientists. Did you want to comment
on that, Mr. Choate?

MR. CHoate. I would like to comment. I would argue, I think, along
the lines of Mr. BarrieLp. That the United States does it in the most ex-
pensive and the least effective way going.

But an advantage that our competitors in Japan have over us is, yes,
their government will put money into research project, but their govern-
ment will also bring together the companies so that when the compa-
nies are putting money into a project, at least at the pre-competition
stage, they are not duplicating each other and wasting money. In many
cases, it is a government formed research cartel that is operating so that
all of the results are shared, so when benefits come out there will be a
patent pool, and everyone gets the advantages of it, and the government
will play the role of coordinator on that.

The companies themselves who are engaged in these processes
know, as Mr, Courtis suggests, that they are part of a stable group
where 60-plus percent of the stock will be held inside the family of cor-
porations. So there is no risk of take over and just given their sheer
size, they will be able to fully exploit the technology.

It seems to me that what we must do in this country is first find ways
to be able to work together. And, second, I do think that we have an
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enormous backlog of investments that we have to make, not only in our
infrastructure of activities, but putting money into what are going to be
the cutting-edge technologies that Mr. Courtis refers to, that we're fal-
ling behind in in the 1990s.

SENATOR SARBANES. I am going to yield to Senator Bingaman now.
Before I do that, Mr. Barfield, I would be less than candid with you if I
did not tell you that I remain disturbed by this use of the 1980 year in
your chart. In your other charts, you use 1979 to 1989. I think, in terms
of picking points in the business cycle that are roughly comparable, the
use of 1979 and 1989 is appropriate. I do not think that the 1980 to
1989 reference is appropriate, and we have some federal figures from
the Federal Reserve index of manufacturing output, which is the sub-
ject of your first chart that indicates that from 1979 to 1980 it, in fact,
dropped 2 percent. If the comparison were made between 1979 and
1989 instead of 1980 to 1989, it would be six-tenths of a point less.
And if your figure was brought down six-tenths of a point less, instead
of a comparison that had U.S. growth at 3.8 percent and the rest of the
world at 3.5 percent, it would be 3.2 and 3.5 percent.

You could ask if a 3.5 percent figure still holds, changing the refer-
ence date from 1980 to 1979. I do not have those figures, although my

ess is that the rest of the world was not in a comparable downturn

om 1979 to 1980. A change of that reference point by one year would
completely alter the message of your chart, and I just want to make that
point to you.

MR. BarrieLD. Let me add finally that I am very much aware of the
years and everything I do, or that we do, that we try to do comparable
points. This was a U.S. Trade Representatives chart that I was using. I
will go back and find that out. I agree that it makes no sense to go from
a trough to a peak. It has to go to comparable years.

SeNATOR SarRBANES. Thank you very much. Senator Bingaman, please
proceed.

SeENaTOR BINGaMAN. Mr. Courtis, let me ask a couple of questions
about the charts that you have provided us. This chart on capital invest-
ment, Japan and U.S. capital investment to GNP, it shows that Japan is
making something around twice the capital investment that we are.

This investment gap, just as a general matter, to put this in some con-
text, are we out of step with the rest of the industrialized world, or is
Japan?

MR. CourTis. I think we are out of step in North America, and I just
brought the figures for other countries. Let me just take the 1991 fig-
ures. Canada was 15 percent. Korea was 29 percent. Germany was 15
percent—16.2 percent, actually. So it seems to me that the slip is in
America.

There was some confusion earlier about research and investment,
and it got mixed up. So let me also put the record straight on that. For
civilian, nonmilitary R&D in 1991, tﬁe United States invested $400 per
capita. Japan invested $685 per capita. In 1991 Japan invested, for
capital equipment, $5,320 per capita and America $2,174 per capita.

SENATOR BINGaMAN. And those figures combine the public- and
private-sector investments?
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Mgr. Courtis. No. This is only private-sector plant and equipment—
$5,320 per capita versus $2,174 per capita.

SenaToR BinGaman. And the R&D figures were also private-sector
R&D figures? :

MR. Courris. Private sector, nonmilitary R&D.

SenaTor BnGaMan. Let me ask about another issue that is not part of
what you describe, but see if you can tell us anything about it.

I would assume that your ability to maintain a robust economy and
generate decent paying jobs also ties to investment in skill training, job
training, and education generally. Is there anything that you can tell us
by way of comparison between ourselves and the Japanese, with regard
to those kinds of investments?

Mz. Courtis. Yes, I can, Senator. In 1990 the United States had re-
search scientists and engineers working in research in the private sec-
tor. Seventy-seven people for every 10,000 workers. The Japanese had
89. The Japanese policy target for the year 2000 is to have 110 scien-
tists—research scientists and engineers engaged in private-sector re-
search for every 10,000 workers.

I don't know what the policy target for the United States is, or indeed
if there is one, but if I look at what universities are planning, my figure
is that the United States would have about 85 engineers and scientists
per 10,000 versus 77 today. Japan would go from 89 to 110. So they
have an increase of about 25 percent and America would have an in-
crease of about 10 percent.

SENATOR BINGAMAN. Let me shift to another subject——

MRr. BarrieLp. That was private sector.

MRr. CourTis. Yes, that was private sector.

MR. BarrieLp. If you take the total public and private and the number
of technology-type technologists, I think it is higher in the United
States. It has traditionally been substantially higher.

Mr. Courris. I don't have those figures with me. I have the overall
number of engineers and scientists engaged——

Mr. BarrieLp. 1 think his point is a correct one. It goes back to my
point about the private sector. The usual figure given for a nation in-
cludes both the scientists and engineers who are working in govern-
ment laboratories, which are not included in that.

MR. CourTis. The figures I have are for the overall number of scien-
tists and engineers engaged in research and development for the two
economies. In Japan, in 1990, it was 210,000, so it's over all sectors. In
the United States, 138,000. In the year 2000, Japan is projecting to
have 365,000 scientists and engineers engaged in all activities of re-
search, all sectors. My estimate for the United States is about 180,000.

SeEnaTOR Bingaman. Let me ask about this other subject, and get any
of you to comment. I guess, Mr. Courtis, I would be interested in your
view on it.

I have the distinct impression that investment in high technology
manufacturing capability today is not the same kind of investment in
manufacturing capability that we faced ten years ago, 20 years ago, in
previous periods.
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For example, if you want to put in a plant to produce state-of-the-art
semiconductors, or microprocessors, or flat-panel displays, the invest-
ment is enormous today. In order to do that the entry barrier is substan-
tially greater than it ever has been.

What that leads me to is a concern that gaining an advantage in
manufacturing capability, as the Japanese have in some areas, such as
flat-panel displays, gaining that advantage gives them a capability to
maintain an advantage that didn't exist in previous periods. It gives
them an ability to maintain it because they have the availability of cash
from the sales, the capital generation that they develop from that. The
technology needed to stay at the forefront is difficult and the capital
cost of building the plant is just prohibitive.

As | see it, that is why none of our major companies have been will-
ing to invest in flat-panel display production. They can not see any way
to get in there and compete, considering the size of the investment that
is required.

Give us any thoughts on the general problem of what kind of an ad-
vantage being ahead gives us, in the present context, in which we find
ourselves.

MR. Courris. The liquid-crystal display market is an interesting mar-
ket, because by the mid-1990s we won't buy a computer that doesn't
have a flat screen, and by the late-1990s we won't buy a television that
doesn't have a flat screen. That is a $7 billion market that we estimate
for 1996. There are 52 Japanese companies fighting for that market. 1
believe there are four American companies involved in that market.

Take the leader in that field for the moment—Sharp. They have al-
ready invested $1 billion in R&D in that field, and they are committed
to putting another $600 million in R&D and manufacturing capability
between now and 1994. So that is an effort of $1.6 billion.

What we see emerging in these new high-tech information-intensive
industries is that the separation between R&D and advance manufactur-
ing is collapsing. That the manufacturing technology that is required to
produce these new products, based on these new technologies, is in-
creasingly in itself being generated by the R&D effort. There is a merg-
ing of the two. For example, the 50 largest Japanese industrial
companies have research projects that are now bigger than their invest-
ment budgets. What we see here is a cumulative effect that puts the en-
try barrier higher and higher and higher.

There is some debate recently, which has occurred in Japan and is
being picked up internationally, that Japanese companies in the future
will be less and less interested in market share. Nothing could be fur-
ther from the truth. You have to, in these industries, have a world mar-
ket base and be competitive on a world scale to remain competitive.

Let's take the example of biotechnology. Over the 1990s, leading-
edge biotechnology companies, I estimate, will have to commit to R&D
between 16 and 18 percent of their sales on a global basis. But if you
aren't competitive on a global basis and you're only working within one
market, you will have to fund the same amount of R&D, but only on
the revenues coming from one market. So if North American compa-
nies fall behind and are pushed out of third markets, pushed out of Asia
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and Europe, they will have to fund the same amount, carry the same
amount of R&D, but on a shrinking revenue base.

That's where it starts, where we go from a cumulative gap to what
becomes a qualitative gap, and I think that that's where we are now.
That's why it is so important to start to reverse the course.

SenaTOR BinGaMaN. Let me ask just a general question. The obvious
point that you are making very strongly, Mr. Choate, is that we need to
find ways to move from a consumption-based system to much more
concentration of an investment for the future.

I guess the idea is that we can do this in our federal budgeting of re-
sources through the tax code. For the private sector, we can build in-
centives in such things as Mr. Choate referred to, to give the private
sector the nudge that they need to look long term and make investments
rather than engage in short-term consumption.

I don't know if any of you have things to say about additional ac-
tions, or an overall strategy, to get us from such a focus on immediate
consumption to long-term investment, but I think that is the crux of
where we are falling down.

Mgr. Courris. Senator, I think it is not one policy or another. I watch
things in this country from afar, but | am struck by the way the debate
often seems to go. It is this policy, or it is more money for research, or
it is that tax credit, or it is this change in the banking law that allows
the banks to be more actively involved in company ownership, or it is.
that change in antitrust law.

My sense is that it's not that at all. It is all of it and more. In a sense,
it seems to me that we in America have been dealing with this issue on
an ad hoc basis. You could deal with these issues on an ad hoc basis
when you had the power, the power that America had in the 1950s,
1960s and 1970s.

Just think of it, in 1960—not going from the base year just after the
war, but after the rest of the world was lar%ely on a course of rebuilding
itself—America represented 34 percent of world GNP and Japan three
percent. In 1990 America was 21 percent of world GNP and Japan at
16 percent. By the year 2002, if you take the IMF figures, the United
States will be 18 or 19 percent of world GNP and Japan will be 18 or
19 percent of world GNP. And you have similar developments in
Europe.

In this world, you can't take ad hoc decisions. You can not take run-
off decisions. Voluntary export restraints were going to solve the car
problem. Plaza devaluation was going to solve another problem. Semi-
conductor agreements were going to solve another problem.

What we need now in America, I think, is an overall economic strat-
egy that brings together the resources of this country. Tax policy needs
to be mobilized, but trade policy has to be mobilized. Technology pol-
icy, education policy, competitive policy, microeconomic policy—it
has to be put together in an overall coherence.

The key issue is leadership. Government can't do it. Government
can't make the decisions. But what government can do is to provide the
leadership, as Smith said, to represent the future to the present, to build
a consensus around these long-term goals of rebuilding this economy
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so that the issues of environment, of the cities, of education, can be
dealt with. :

It is not only that the Japanese or the Europeans are putting more
capital into the hands of their workers but they are also putting more
capital into the hands of workers who benefit from more training, who
benefit from more intense education, and who work from a stronger in-
frastructure basis.

It is the whole together, I think, that is now the issue. Now that we
are in the post-Cold War era, the issue really is what is America's num-
ber one strategic priority? I submit respectfully that the number one
strategic priority of America is rebuilding its economic security.

" SgNATOR BINGAMAN. Mr. Choate, did you want to comment on any of
at’

MR. CHoaTk. No. I fully agree. Competitiveness is ultimately a pack-
ellge Oof measures, and that must be our primary national goal in the

90s.

SENATOR BINGAMAN. Mr. Barfield, do you have a comment?

MR. BarrieLp. We would probably disagree strongly with some
pieces of how you got to that, but you cannot disagree that we need a
competitiveness package.

I will say, though, on a more pessimistic note, that what Mr. Courtis
and even Pat did not say is that, it seems to me, we are still far from a
consensus on that. What is the right combination of strategies. It is not,
I think, just a question of the fact that we have a President from one
party and a Congress from another.

When you get to the specifics of what you would talk about to induce
savings and investment—and you may say that this comes back to a
failure of political leadership, without assigning blame in any sort of
partisan way—the country is ready to turn from consumption to invest-
ment, or to reign in those elements of the federal budget that might free
up elements to do other things for investment. Whether you're talking
about capital gains tax or something else, you're talking about cuts in
entitlements. :

This gets back to the issues that you guys face up here all the time.
Mr. Courtis sounded a clarion call. When you get down to the nitty
gritty you're talking about the individual tax bills and entitlements, and
what you do about subsidies or trade policies. That kind of thing. I see
no sense, yet, that there is a consensus on that.

MR. CHOATE. May I bring a bit of a more optimistic note? As I take a
look back over this century, what I observe is that the policy shifts that
come when you're going to have a major shift of national direction do
not come incrementally. They literally come almost in a seismic shift.
That's what happened in 1913 with Woodrow Wilson and the New
Freedom: In 1933, with the New Deal and Franklin Roosevelt; in
1980-81, with the Reagan revolution. You get a package of measures.

It seems to me that we are at a point in our national life where such a
shift is going to come. Be it 1993 or 1995 or 1997, it's going to come
because it has to come, and we can't run with $400 billion budget defi-
cits.
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The question is, is what should be in that package of measures? That,
it seems to me, is the real challenge. Is to fill up the intellectual cup-
board so that when that time comes that our policymakers and our opin-
ion makers can have agreement because ultimately that shift is going to
come because it has to come, because we cannot operate much longer
in the way that we are now operating.

SENATOR SARBANES. Perhaps. But I am struck by your discussion on
the trade question, which | thought was very sensible. You head it
"Adopt Pragmatic Trade Policies.”

My perception of what has happened in this country is that, unfortu-
nately, it used to be that we regarded the Europeans as caught up in
dogma and ideology, so they would not really deal with the real world
in a practical, common sense way. They came with ideological fixes,
and that is what they tried to impose. Therefore, they had problems.
The United States, on the other hand, was pragmatic and practical.

My perception is that, to some extent, that has reversed itself. You
talk about free trade, meaning expanding the open-world trading envi-
ronment, the basic thrust of which is correct. But how to achieve it, as
you gtzoint out, with others appearing to play by different sets of rules, is
a different problem.

The one encouraging sign that I see is that the implosion of the So-
viet Union has offered an opportunity, not heretofore present through-
out the postwar period, to radically change where we commit our
resources, what burdens we bear, how we reallocate those burdens in-
ternationally, and what we do with our resources.

But I think, regarding many of the specifics that Mr. Barfield focused
on, where there might be disagreement, the extent of the disagreement
is heightened if we do not get this basic framework of changes into
proper balance.

I think it is very tough on our competitive industries if they are com-
peting on a playing field that is not level because of the way the other
economies are working, in particular because of the government's in-
volvement.

We give the Exim Bank a war chest to try to fight the underwrite,
which these countries use in their aid program in order to gain the con-
tracts. Our competitors ask, what can we do? We can beat them on cost
and quality, and then they take the contract away from us because their
government comes to the bargaining table and says to some developing
country, if you give us the contract to develop this communications net-
work for your country, we will give you $50 billion, or $100 million, or
$200 million of aid.

You do not want them to do that. But if they will not back out, I
think that you have to fight fire with fire, and that is why we gave the
war chest.

I'm sorry; Jeff?

MR. BarrieLp. I would like to interject on the trade issue. It may not
be popular here, but I think, as to pragmatic ideology, we can defend
the trade policy, with both parties as highly pragmatic, since 1945. We
have greatly benefited by the multilateral system. We have greatly
benefited by trading, by gradually moving tariffs down and then
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gradually moving to try to do something about nontariff barriers. You
would have to go back to the so-called golden age between 1870-1914
to see economies benefiting as much as they have since 1945.

It is simply not true, and it is a delusion to think that our problems
are because we do not have level playing fields. We have uneven ways
of screwing things up over here, with buy America products and volun-
tary export agreements, and all kinds of ways that we try to manage
trade. Our competitors are saying, you guys are screwing around with
the system, too. The point is not to look at the way that people distort
trade, but to try to find ways to get out of doing that.

To come back to your point, it is certainly a delusion for the United
States to think that if somehow the trade practices of Japan or Brazil or
whatever country were changed that we would be more competitive.
That starts with the trade balance. Our trade problems in the 1980s,
which produced so much discussion, were basically a result of micro-
economic factors. And some, you are getting at, and I applaud you in
this hearing; that is, that we did not save to'cover our investments and
expenditures. If you don't do that, the money comes in to help you out.
tWwaere lucky to have that. It was not because of some uneven playing

ield.

SENATOR SARBANES. The difficulty I have with that analysis is that it is
searching for a factor, and my view is that there are many factors. Of
the many factors, I am sure you would agree with a great number of the
ones that I would detail. We probably differ in that I think that the other
countries have played the trade rules.

MR. BARFIELD. A minor factor.

SENATOR SARBANES. The PRC has a surplus. Our trade balance is the
second largest negative trade balance with the People's Republic of
China. Next week, we are going to have testimony from Secretary Mol-
ford, required under the 1988 Trade Act, about countries that are ma-
nipulating the currencies and trading arrangements in order to gain
advantage. _

When he reported six months ago, the PRC was highlighted as a na-
tion that was doing exactly that through their licensing process and
their currency process. They have gone from a roughly equal trade bal-
ance in 1986 to where they are going to have a $15 billion trade surplus
with the United States. That is only one example. I can cite others. Tai-
wan, which had begun to improve its position, is now lapsing back, and
I can go through the list for you.

I am not asserting that that is the only cause of the trade imbalance
and, in fact, I think that there are other very significant causes. We have
been touching, I think, on a lot of those here today as the focus of this
hearing. But I do not accept the proposition that that is not relevant.

MR. CHoATE. I would argue that it is very relevant. You see slave la-
bor with the economies, you see child labor, but with the Japanese and
the Europeans you see a fundamentally different economic structure.
For example, Japanese manufacturers have open access to buy manu-
facturing capacities, to locate facilities and to sell here. Sixteen percent
of our manufacturing base is foreign owned. Less than eight-tenths of 1
percent of the Japanese manufacturing base is foreign owned.
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SENATOR SARBANES. Eight-tenths of 1 percent?

MRr. CHoaTe. We have open distribution systems here. You have ex-
clusionary control distribution systems there. We wind up here where
banks cannot own and hold major equity. The banks stand at the center
of the Kereitsu relationship inside Japan. So what we are really seeing
here are economies that are fundamentally organized differently. It has
a major effect upon not only trade, but investment as well.

It seems to me that our challenge, now that we are freed up from the
Cold War, is one of three things. One, we ignore the differences, but I
think it will cost us greatly. Second, we attempt to bully the Japanese
and others into being like us, which is going to cause enormous fric-
tions and I think is most inappropriate. Or, third, we find a way to deal
with them as they are and not as we want them to be.

The objective is to expand trade, not to impose a free-trade model.
We equate free trade with expanding trade. We can get expanding trade
in ways other than free trade. If the Japanese and Korean and Taiwan-
ese economies are not structurally possible of having free trade, then
the question for us pragmatically is to figure out a way to expand trade
with them.

SENATOR SaRBANES. Mr. Courtis, you said in your statement that you
expect Japan to surpass the United States as the world's largest econ-
omy in the next decade. Then you said that that would, perhaps, leave
the United States as the leading political power, but it would mean that
America would have slipped to second place as a world economic
power.

I have to say I have my doubts about how long you can remain the
leading world power if you have lost your economic position—particu-
larly in a worlg which hopefully appears to be changing in the direction
where military power wilfbe less relevant, because you do not confront
another hostile superpower in which you then assume the leadership of
the other block in containing that superpower.

If that position fades, it seems to me that the competition in the fu-
ture is going to be more and more in the economic arena, or at least that
is going to be an essential underpinning. 1 am deeply concerned that the
United States has moved from being a creditor to being a debtor nation,
beginning in the late 1970s and then intensifying through the 1980s,
with these large trade imbalances. It is hard to stand tall in the saddle if
you owe money to everybody you sec as you ride into town.

I think that we find ourselves in that position, so [ have a little more
concern about this than the "perhaps" comment would indicate in your
statement. Do you have any reaction to that?

MR. CourTis. | agree totally with you, Senator. I would go further and
say that if this were to happen, we would be setting ourselves up for a
great deal of instability in the world, because my view of the way
things are evolving is that it is not obvious that we can depend on Ja-
pan, at this juncture, of being willing and ready to step in and assume a
political center of gravity for the international political system in this
eventuality.

Indeed, were they to step in they would, of course, do it on their own
terms and with their own values, and America would have to deal with
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that. America would have to deal with the issue of control, where an in-
creasing element of control over major strategic decisions about tech-
nology, industrial base, financial decisions would be made elsewhere.

Smal! countries have had to deal with that. My country, Canada,
lives with that. Belgium lives with that, but they don't have the preten-
sion and they don't have the responsibility of being the ballast for the
international political system. So, if we get ourselves into that situation,
then what could become a golden era with the end of communism could
very quickly slip through our fingers and, like in a fog, it would be dif-
ficult to find that opportunity again.

That's why I think it is so fundamentally important for America—and
I say that as a non-American—to address this issue today, because, in a
sense, what is going to happen through the mid-1990s is already de-
cided. It is already in the pipeline. So, if America does not address this
issue and turn the ship of state in a new direction from an international
competitiveness perspective, the next decade will be over before it be-
gins.

SENATOR SARBANES. 1 think that that is a very perceptive point. I
heard Shirley Williams speak on this issue, and she said that no one but
the United States could play this leadership role. No one else. The other
countries do not want to play it, as a general proposition, and, if they
tried to play it, they would get a negative reaction from a number of
other countries. '

It is interesting now that the Europeans want the United States to
continue its presence in Europe because they perceive it as an impor-
tant balance in that environment. My own view is that the American
people are prepared to meet that responsibility, but it has to be in a con-
text that is broad enough to encompass meeting what they perceive to
be our domestic needs as well. ~

In other words, I do not think that there is a strong "America first"
sentiment, but there is the notion that America ought to be equal. Our
own domestic needs need to be addressed at the same time that we meet
our international responsibilities. If we fail to meet the domestic needs
that we have been talking about today, we will lose the capacity over
time to meet our international responsibilities.

Domestic and international responsibilities are interrelated, and our
ability to address the competitiveness and productivity questions here
at home, these investment questions that you are talking about, are di-
rectly related not only to our own internal standard of living, but our
ability to help sustain a peaceful and prosperous world environment in
which to move forward.

Gentlemen, we thank you very much. It was a very helpful panel, and
we appreciate it. The Committee stands adjourned.

[Whereupon, at 12:15 p.m., the Committee adjourned, subject to the
call of the Chair.]
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