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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 a.m., 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.

Also present: Lee Price and Mark Forman, professional staff mem-
bers.

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 arue 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.

(1)



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 throuh
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
go 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,



and we still agree that microeconomics is number one. I 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, I wonder if I could anchor
my side with a couple of quotes from Adam Smith. In the hearings, I 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 I 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. I have no statement. I appreciate the witnesses
and appreciate your having the hearing.

SENATOR SARRANES. Mr. Courtis, we would be happy to hear from
you, sir.

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

MR. COURTIS. Mr. Chairman, members of the Committee, I am de-
lighted to be here with you this morning. I 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 faces 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



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-i 990s, 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



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-
sumer 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 I 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 runnin* 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, I 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.

Thank you very much.
[The prepared statement of Mr. Courtis, together with attachments,

follows:]



PREPARED STATEMENT OF KENNETH COURTIS

Good Morning,

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. It is 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 art
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 oLconsumer 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 to measure the real extent of the
building investment gap between Japan 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 10% 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



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

(in NOMINAL U.S. $ BILLIONS)

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991

JAPAN

UNITED STATES

INVESTMENT GAP
(US MINUS JAPAN)

163 173 194 217 317 386 498 534 596 661

414 400 469 504 492 497 545 571 587 550

251 227 275 287 175 111 47 37 -9 -111

NOTE: Data are nominal and based on total private sector plant and equipment investment for Japan and U.S.
Currency conversione are based on average annual exchange rate.



JAPAN AND UNITED STATES
CAPITAL INVESTMENT TO GNP

(PERCENT OF NOMINAL GNP)

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991

JAPAN 14.9 14.5 15.2 16.1 15.9 15.9 17.1 18.5 19.5 19.5

UNITED STATES 13.1 11.7 12.4 12.5 11.5 10.9 11.1 10.9 10.6 9.7

INVSMENT GA'
(US MINUS JAPAN) -1.8 -2.8 -2.8 -3.6 -4.4 -5.0 -6.0 -7.6 -8.9 -9.8

NOTE: Data are based on total nominal private sector plant and equipment Investment for Japan and U.S.
Currency conversions are based on PPP exchange from IMF.



JAPAN AND UNITED STATES
CAPITAL INVESTMENT PER CAPITA

(IN NOMINAL U.S. DOLLARS)

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991

JAPAN 1,372 1,449 1,610 1,791 2,601 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 conwersions are based on average annual exchange rate.



JAPAN AND UNITED STATES
TOTAL CAPITAL INVESTMENT

(in REAL U.S. $ BILLIONS)

1982 1983 1984 1985 1986 1987 1988 1989 1990 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.



JAPAN AND UNITED STATES
CAPITAL INVESTMENT TO GNP

(PERCENT OF REAL GNP)

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991

JAPAN 15.8 15.8 16.7 18 18.5 19.2 21.1 23.2 25.1 25.3

UNITED STATES 11.6 11.0 12.5 12.5 11.8 11.8 12.3 11.7 11.6 11.2

INVESTMENT GAP
(US MINUS JAPAN) -4.2 -4.8 -4.2 -5.5 -6.7 -7.4 -8.8 -11.5 -13.5 -14.1

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.



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.



JAPAN AND UNITED STATES
TOTAL CAPITAL INVESTMENT

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

1982 1983 1984 1985 1986 1987 1988 1989 1990 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

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 rate from IMF.



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 conversions are based on PPP exchange from IMF.



JAPAN AND UNITED STATES
INVESTMENT GAP ON A PROPORTION OF GNP BASIS

(IN US BilONS)

N REAL[] NOMINAL (PPP BASIS) f REAL (PPP BASIS) jff NOMINAL



JAPAN AND UNITED STATES
PER CAPITA INVESTMENT GAP ON A TOTAL US POPULATION BASIS

(US S LIWONS)

100-

100 -

;0-- ..---- - _ _ _ _ -_ _

= NOMINAL (PPP BASIS) Ml REAL (PPP BASIS) = REALFi NOMINAL



JAPAN AND UNITED STATES
PER CAPITA INVESTMENT GAP ON A TOTAL US POPULATION BASIS

(IN us S BILuONS)

1982 1983 1984 1985 1980 1987 1988 1989 1990 1991

NOMINAL (PPP BASIS) -126 -83 -94 .75 77 134 220 239 242 394

REAL (PPP BASIS) -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



JAPAN AND UNITED STATES
INVESTMENT GAP ON A PROPORTION OF GNP BASIS

(IN US $ BILUONS)

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991

NOMINAL (PPP BASIS) 17 31 35 48 79 87 134 166 187 232

REAL (PPP BASIS) 43 55 53 74 119 144 192 242 267 309

NOMINAL 20 33 36 48 87 121 174 220 264 332

REAL 20 33 36 48 87 121 174 220 264 440



JAPAN AND UNITED STATES
TOTAL R&D

(IN NOMINAL U.S.S BILLIONS)

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 U

JAPAN 26 30 33 37 55 68 83 86 90 100

UNITED STATES 81 88 100 116 122 128 136 145 151 157

INVESTMENT GAP
(U.S. MINUS JAPAN) 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 average annual exchange rate.



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 annual exchange rate.



JAPAN AND UNITED STATES
R&D TO GNP
(% OF NOMINAL GNP)

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991

JAPAN 2.4 2.5 2.6 2.8 2.7 2.8 2.9 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
(U.S. MINUS JAPAN) 0.2 0.1 0.0 0.1 0.1 0.0 -0.1 -0.2 -0.3 -0.3

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



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 annual exchange rate.



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
(U.S. MINUS JAPAN) 0.0 0.0 0.0 0.1 0.1 0.0 0.0 -0.2 -0.3 -0.3

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



JAPAN AND UNITED STATES
R&D PER CAPITA

(IN REAL U.S. DOLLAR)

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991

0
JAPAN 229 259 279 308 448 559 681 690 716 822

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

INVESTMENT GAP
(U.S. MINUS JAPAN) 146 134 153 178 49 -50 -155 -154 -179 -278

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



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

(U.S. S BILLONS)

El NOMINAL (PPP BASIS) M REAL (PPP BASIS)
-19-
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JAPAN AND UNITED STATES
R&D GAP ON A PROPORTION OF GNP BASIS

(U.S. S BILLIONS)

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991

NOMINAL (PPP BASIS) -6.3 -3.4 0 -4 -4.3 0 4.9 10.4 16.6 17

REAL (PPP BASIS) 0 0 0 4.1 -4.2 0 0 9.2 13.9 13.8

NOMINAL -6.3 -3.4 0 -4.4 -4.3 0 4.9 10.5 16.5 22.7

REAL -3.6 0 0 4.1 4.2 0 0 9.1 13.9 13.8



JAPAN AND UNITED STATES
PER CAPITA R&D GAP ON A TOTAL US POPULATION BASIS

(U.S. S BILUONS)

1982 *83 '84 85 '86

NOMINAL (PPP BASIS) [M REAL (PPP BASIS) W NOMINAL R L9



JAPAN AND UNITED STATES
PER CAPITA R&D GAP ON A TOTAL US POPULATION BASIS

(U.S. S BILLIONS)

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991

NOMINAL (PPP BASIS) -39 -36 -38 -43 -22 -13 -1 -4 -7 8

REAL (PPP BASIS) -35 -33 -36 -42 -23 -17 -9 -15 -22 -6

NOMINAL -30 -29 -34 -42 -13 8 30 27 31 59

REAL -34 -31 -36 -43 -12 12 38 38 45 70



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. BARFIELD. 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 I 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 I wanted to do was take a look at U.S. manufacturing
vis-A-vis not so much Japan-not Japan at all-but vis-i-vis the rest of
the world and vis-A-vis where the restructuring of our economy, vis-i-
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. BARFIELD. Yes. You will see that when I talk about growth rate, I
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?
MR. BARFIELD. No.
SENATOR SARBANES. You are including all of the underdeveloped

countries?
MR. BARFIELD. 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 I 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 SARBANES. Would those figures change significantly if the
base year was not a recession year? 1980 was a recession year.

MR. BARFIELD. I 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



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
more 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.



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 I 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 I
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. Pm 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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Annual Average Change in GDP Components
Constant Dollar Basis: 1979-1989

Source: See Text Curt 7
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Table 1

1989 1979
Percent Change fSBillions
1979 to 1989 Constant 19821

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

Durable Manufactured Goods 34.8 583.7 433.1

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 90.9 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

Miscellaneous Manufacturing
Industries 35.0 16.2 12.0

Nondurable Manufactured Goods 23.4 345.4 279.0

Food and Kindred Products 18.2 70.3 59.5

Tobacco Manufactures - 68.7 3.1 9.9

Textile Mill Products - 1.8 16.7 17.0

Apparel and other Textile .2 22,4 21.3
Products 5

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

Petroleum and Coal Products 80.3 44.9 24.9

Rubber and Miscellaneous 30.8 19.7
Plastic Products 56.3 4.2

Leather and Leather Products - 31.0 2.9 4.2



Table 2

Industry Rank
in ~ (andin lflI (andShare of Total Share of Total

Production of Production of
Manufature Nanufa-tuoneof

(100.0%) ALL MANUFACTURING INDUSTRIES (100.0%)

1. (18.8%) Machinery, except Electrical 1. (12.0%)

2. ( 9.8%) Electric and Electronic Equipment 2. ( 8.5)
3. ( 8.2%) Chemicals and Allied Products 4. ( 8.0%)
4. ( 7.6%) Food and Kindred Products 3. ( 8.4%)
5. ( 7.1%) Fabricated Metal Products 5. 7.9%)

6. ( 6.9%) Transportation Equipment, except 9. ( 5.8%)
Motor Vehicles

7. ( 5.1%) Motor Vehicles and Equipment 7. ( 7.2%)

. ( 4.9%) Printing and Publishing 8. ( 5.2%)
9. ( 4.8%) Petroleum and Coal Products 11. ( 3.5%)

10. ( 4.0%) Primary Metal Industries 6. ( 7.4%)
11. ( 3.6%) Paper and Allied Products 10. ( 4.0%)
12. ( 3.3%) Rubber and Misc. Plastic Products 16. ( 2.8%)

13. ( 2.9%) Instruments and Related Products 13. ( 3.1%)

14. ( 2.8%) Lumber and Wood Products 14. ( 3.0%)

15. ( 2.5%) Stone, Glass and Clay Products 12. ( 3.3%)

16. ( 2.4%) Apparel and Other Textile Products 15. ( 3.0%)
17. ( 1.8%) Textile Mill Products 17. ( 2.4%)

18. ( 1.7%) Misc. Manufacturing Industries 18. ( 1.7%)

19. ( 1.3%) Furniture and Fixtures 19. ( 1.5%)

20. ( 0.3%) Tobacco Manufactures 20. ( 1.4%)

21. ( 0.3%) Leather and Products 21. 0.6%)
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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-i-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.



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

MR. CHOATE. 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
de-routed right away and went right to the manufacturing base, didn't
it?

MR. CHOATE. Absolutely. And it is particularly critical in economies,
such as in Germany and in Japan, where you are dealing with these
large conglomerates, where all 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.



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



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 through 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 Japanese 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,

follows:]
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PREPARED STATEMENT OF PAT CHOATE

Mr. Chairman and Members of the Committee:

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

As part of my testimony, I am attaching a compendium of statistics that
will be part of a forthcoming report, The Status of American Manufacturing and Jobs. Fortoday's hearing. infonnation is provided on the status of manufacturing in the home states
of each Member of this Committee.

HIGHLIGHTS OF AMERICAN MANUFACTURING TODAY

The United States has a strong 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:

'Manufacturin2 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 manufacturing 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.



* Between 1983 and 1991. the United States accumulated a manufacturing
trade deficit of $739 billion.

* Between 1980-91, the U.S. manufacturing trade deficit with Japan
amounted to 5590 billion.

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

WHAT MUST BE DONE

If America is to have a strong manufacturing base in its future, the nation urgently needs to
increase its investment in manufacturing. 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 environment hinges on a reduction in the demands of
investors for immediate returns, regardless of longer-term consequences.

In turn, this requires a recognition that control of America's major corporations has steadily
shifted from individual investors to financial institutions -- pension funds, insurance
companies, foundations, investment companies. educational endowments, trust funds, and
banks. This shift has far-reaching consequences, because individuals and institutions
invest in the stock market for sharply different reasons: individuals are primarily investors
looking for long-term performance: institutions are pursuing short-term profits. Thus, at a
time when U.S. manufacturers need to be making long-term investments to meet global
competinon. the newk 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. institutions hold more
than 39 percent of all equities listed on the New York Stock Exchange (NYSE) and hold
half to two-thirds of the stock of the nation's 2X) largest corporations.

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

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 stock transactions (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 transactions,
and they are overwhelmingly by institutions. 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 to 528 per day. By 1991, it had risen to more than
3.878 per day, or half of the total volume on the NYSE.



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 traded). Until a decade ago, the turnover
rate was less than 20 percent a year. By 1991, it was up to 48 percent. At the 1970s pace,
it took 5 years for the entire value of the stock market to turn 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 too 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 earnings. 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 2rowine body of evidence reveals the existence of anti-competitive cartels in other
nations.

As these foreign companies have extended their investments and operations inside the
United States. they have brought their cartels and anti-competitive 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 predator\ practices in targeted markets.

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

The United States Government has long been hesitant to investigate antitrust violations by
foreign cartels. e. en 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 Department 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.



Adopt Pragmatic Trade Policies

American manufacturers do well in the global marketplace. But if they are to continue to do
well and provide the profits that they need for additional investment, the United States
requires trade 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, and institutions.

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 market 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 is unlikely that other nations will reorganize their production and distribution systems,
their industrial structures, their financial methods and their business-government
relationships so that they simulate America's and thereby adopt a free trade international
trade reatme

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 trade strategy.
\Unazed trade is required with those nations that operate under Japanese rules, For
Europe. the answer is some combination of free and managed trade.

The coal. in all cases. is to expand trade with other nations for the mutual benefits that can
he created. and do so w ithout punishing others for their success or sacrificing the interests
of American workers and industry.

A more practical trade policy will provide an environment that will allow American
manufacturers to invest with greater confidence.

CONCL SION

11anufacturing i. .i 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.
indusr- must produce fully competitive goods and American government must create an
economic environment that enables manufacturers to innovate, invest. and quickly take a
product from development to market domination.

Nothine less will do.
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THE STATUS OF

AMERICAN MANUFACTURING AND JOBS

Charles W. McMillion
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An Overview

1 United States Business Cycles and Job Growth Three Recent Economic Expansions
" In the 1982-89 economic expansion. manufacturing jobs growth was the slowest on record.

" High wage durable manufacturing experienced especially sluggish growth.

2 Charting Job Loss in Manufacturing 1969-1992
" Manufacturing has fallen from 23% of all jobs in 1969 to less than 14% today.
* There are now fewer jobs in manufacturing than at any time since the mid-1960s.

3 Recent U.S. Manufacturing Job Loss: 1985-90
Manufacturing employment declined in the five years leading to the 1990-91 recession

Job losses in manufacturing were led by electronics and machinery.

4 Manufacturing Job Losses Continue in the Recovery Year to March 1992

* A traditional engine of recovery. 194.000 durable goods jobs were lost in the past year

Machinery. electronics and precision instruments have accounted for most job losses.

5 The State of the States Manufacturing Job Loss!Gain, Year to February. 1992.

* New Mexico Rhode Island. Maryland and Massachusetts suffered the most severe job losses

* Several smaller states continue to create small numbers of manufacturing jobs.

6 Employment Structure in the 20 Largest Metropolitan Areas 1969-89
* New York lost 750,000 manufacturing jobs between 1969-89

Los Angeles manufacturing fell from 2596 of all jobs in 1969 to 16% in 1989.

* Chicago lost 380.000 manufacturing jobs in the twenty years to 1989.

* San Francisco: manufacturing job growth has not quite kept up with overall growth.

Philadelphia lost 240.000 jobs in manufacturing from 1969-89
* Detroit lost 33 000 jobs between 1969-79 but lost more than 141.000 from 1979 to 1989.

Boston added manufacturing jobs in the 1970s but lost 47.000 from 1979-89.

* Washington D C: manufacturing jobs have remained about 3.3% of total jobs since 1969.

* Dallas-Fort Wonh: manufacturing job growth has not kept up with total growth.

* Houston added manufacturing jobs in the 1970s but lost jobs in the 1980s.

Miami added manufacturing jobs in the 1970s but lost jobs in the 1980s.

Atlanta manufacturing jobs have fallen from 20% of all jobs in 1969 to 10% in 1989.

Cleveland lost more than 150.000 manufacturing jobs in the 20 years to 1989.

Seattle manufacturing jobs have not kept up with total;ob growth

* San Diego manufacturing jobs increased by almost 70.000 between 1969-89

Minneapolis-St Paul: Total job growth has outstripped manufacturing job growth

* St. Louis: the share of total jobs accounted for by manufacturing declined from 27% to 16%

* Baltimore manufacturing fell from 21% to 9.5% of total jobs between 1969-89.

* Pittsburgh: between 1969-89. manufacturing fell from 29% to 12% of total jobs.

Phoenix. total job growth has outstripped manufacturing job growth.



54

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 manufacturing trade deficits of $739 billion.

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 manufacturing 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
Maryland and Florida
Texas and New York
Idaho and California

* Nevada and New Mexico

17. Manufacturing Growth and Decline: Share of GSP in the States. 1979-89
New Mexico. the Dakotas and Mississippi saw manufacturing 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.



55

UNITED STATES BUSINESS CYCLES AND JOB GROWTH
THREE RECENT ECONOMIC EXPANSIONS

INDUSTRIESISECTORS
ANNUAL JOB GROWTH SMARE OF JOB GROWTH

t92-6e 1975-79 1970-73 169B-89 1975-79 1970-73

TOTAL EMPLOYMENT GROWTHIYEAR 3.254,043 3.613.625 2.367.233 100.00% 100.00% 100.00%
WAGE AND SALARY 2712657 3.147 750 1.964.333 83.37% 8711% .2.6%
PROPRIETORS 541 186 465.875 402.900 t563% 1251'. 17 23%
FARM 647140 t25000) 21.667) -1-*% -066% -092%
MINING 182 300 63.675 6.700 -91% t,76. 026%
CONSTRUCTION 288071 307.100 229.300 650% 962T
GENERAL BUILDING CONTRACTORS 71 266 91 875 65.400 2.13% 2-S4% 361%
HEAVY CONSTRUCTION CONTRACTORS :11.114) 45175 18.900 -0.34% 1.25% 080%
SPECIALTRADECONTRACTORS 205900 170050 125.000 6I3% 471; 526%
MANUFACTURING 107.214 707.575 245,867 3.flt 19.66% 1036%
NONDLRABLE GOODS 486657 173475 31.833 44% 460% 134%

OD AND KINDRED PRODUCTS 29 17200 122,967) 000% 046% -097%
TEXTILE MILL PRODUCTS t4.286) 5.275 16.900 -0.3% 0.:5% 0 71%

APPAREL AND OTHER TEXTILE PRODUCTS W3457: 16 175 15.033 0J6% 045% 084%
PAPER AND ALLIED PRODUCTS 4666 186250 667) 0.14% 045% -303%
PRINTING AND PUBUSHING 47 771 45 125 4.833 I47% 125% 020%
CHEMICALS AND ALLIED PRODUCTS 1t 086 23,625 iS233) -0-04% 055. 022.
PETROLEUM AND COAL PRODUCTS 4 286 4550 :1 2001 -011% 0 13% -005%
TOBACCO PRODUCTS '22711 975: 667) -007% -002% -003%
RUBBER AND MISC PLASTICS PRODUCTS 28 557 46025 32767 06% 1 27% 38%
LEATHER AND LEATHER PRODUCTS "1 800) 225 :667) -036% 001'. -025%

DURABLE GOODS 60.357 534.100 214.033 9.65% 14.78% 604%

LUMBER AND WOOG PRODUCTS 27986 .0950 23.433 0.6% : 13. 099%
FURNITURE AND FIXTURES 13 829 19 750 25.633 042% 055'. 108%
PRIMARY METAL INDUSTRIES 22 614: 27 250 2.233 -069% 015% 009%
FABRICATED METAL PRODUCTS 2 3856 63 150 40 033 007% 1 75% 1 89%

.ACNAERY AND CMtPUTER EQUIPMENT .14 800, I1 000 36.433 -045% 307% I 54'
=LECTRONIC ECU:

0 
EXC COMPUTER EQU:P .35 829 1oS 225 35.1 - 294% Si%

7RANSPORT EOUIP EXCL MOTOR VEH.CLES 23400 41 750 (19 97) 072% : :8% -064.

.OTOR .H rC.:E AND EQUIPMIENT 22 414 53 350a 5 0 083% 148% 2 18%

STONE CLAY AN. 3LASS PRODUCTS 3586 21 400 17600 011% 059% 0 74'.

NSTR'EN ..'. 45.017E0 
0pODUC-S -4 600 35025 10 033 1 40% 066% 042%

:SC l.'ANUFACt' %'3 :NDUSTX ES 600: 13750 '2.333 -0.02% 036% 052%
PANSPCXTADION -N DUEC LIT;ES 1099 57 :61 275 71067 338% 44% 300'.

COMI.IINICAT ON .17,671: 34.350 16 467 -054% 065. 078'

--GLES.E =Aca 140 543 20 325 120.533 432% 554% 509%

RETAIL TRADE 642.000 653 500 445 800 1.73% :806% 1553%
t
INANCE 'NS"A\CE -0 REAL ESTATE 316 029 357 025 270.667 61'. 965% 11 43%
SERViCES '433043 56 850 7448500 4404% 2646% 31 46%
HOTELS ANO O--E; . ' .3 PLACES 68 557 37 775 38 133 21:'. :05% 181%

PxRSONAL SERE::S 61 514 47 525 16 600) 1.66% I 32' -070'.

P0ivATE .OUSE- GaX S28 714) .30 5001 61.000) -0.8% -064% -2 58%

BUSINESS SEP PCES 275 971 288 300 153 333 546% 756% 85
AMUSEMENT AND XECz-7 ZNSERVICES 93043 45050 52.500 28% I 25% 220'.

MOTION PCTUPES 43 771 4200 1967 35% 02% 006%

HEALTH SERVCZS 285 757 239 125 289 533 676% 862% 1223'.

LEGAL SERVES 56 0888 38.650 29833 I75% I 07% 1 24',

ECUCAT:CNAL Sv 58 443 21 325 41 100 180' 059% I

GOVERNMENT AND0. RNNIENTENTERPRISES 30 857 185000 224.000 655' 512% 04$.

FEDERAL CIIIL:AN 37 143 9750 :21 000) I.14% 027% -06

.. TLI'ARY 21 571 1577,50 , :158333) 065% 1 80% $58..
STATE AND LOCAL 252 143 233.000 400 333 75% 645% 9

MSOG-WaShinglon and the U.S. Depeftmenl of Commerce, BRA: All Full end Peot Time Employment ____
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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 GOODS 296.400
FOOD AND KINDRED 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)
TRANSPORTATION EQUIP. EXCL. MOTOR 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 1.071.300
SERVICES 6,910.300
HEALTH SERVICES 1.774.600

GOVERNMENT AND GOVERNMENT ENTERPRISES 1,876.000
FEDERAL, CIVILIAN 224,000
MILITARY (70,000)
STATE AND LOCAL 1,722.000

MBG-Washington and U.S. 'Department of Commerce, BEA.
All full and part-time jobs.



RECOVERY YEAR TO MARCH, 1992
MANUFACTURING JOB LOSS CONTINUES

NET JOB PERCENT
INDUSTRY GAIN/LOSS GAIN/LOSS

Total. (16.000) -0.01
Total private .. . (159000) -018%
Goods-producing industries. (385.000) -1.61
Mining (55.000) -7.70%

Oil and gas extraction... ................... (37.000) -9.20o
Construction.. (136.000) -2.88

General building contractors.................. (68.000) -5.69%
Manufacturing ...... (1940) -1.05%

Production workers .. (50.000) -0A40
Durable goods. (203.000) -192%

Production workers. (70.000) -1.01
Lumber and wood products................... 14.000 2.026
Furniture and fixtures 1.000 0.1%
Stone. clay. and glass products - . (6.000) -1.15%
Primary metal industries (24 000) -331%

Blast furnaces and basic steel products (8.000) -3.05%
Fabricated metal products.................. (19.000) -1.40%
Industrial machinery and equipment (89.000) -440%
Electronic and other electrical equipm (44.000) -2.75%
Transportation equipment.... . ...... (1.000) -0.05%

Motor vehicles and equipment. 73000 9.89%
Instruments and ielated products (32.000) -327%
Miscellaneous manufacturing (3.000) -0.82%
Nondurable goods. 9.000 0.11%

Production workers ... 20.000 0.37%
Food and kindred products (12.000) -0.71%
Textile mill products . . 16000 242%
Apparel and other textiie products 27000 2.68%
Paper and allied products (3.000) -0.43%
Printing and publishing (32.000) -207%
Cnemicals and allieo products 1.000 0.09%
Petroleum and coal products (1.000) -0.63%
Ro'ber and misc. plastics pioaucts 15000 1.76%
Leatner and leather products. (2.000) -165%

Seive-producing industries 369.000 0.43%
Transoortation and public utilities. (27.000) -0.46%
Tar sportation . .. 22.000 0 62 0
Cz-mmunications and public utilities (49.000) -2.15%

wro esale trade (118.000) - 1.93%
Du;ac:e goods .. (108.000) -304%
Nocurable goods (10.000) -0.39%

Retai.: ade. (110.000) -057%
General merchandise stores . (71.000) -2.96%
Foot stores .... (47.000) -1.45%
Autzmotive deale:s and service station (2.000) -0.10%
Eating and dunking places 31.000 0.47%

Finance, insurance and real estate (29.000) -0.43%
Finance . 3.000 0.090
Insurance (25.000) -1.17oo
Real estate (7.000) -0.54.

Services 510.000 1.78%
Business services 73.000 1.39%
Health services 384.000 4.73%

Government 143.000 078%
Federal 29.000 0.98%
State.......... (10.000) -0.23%
Local . . .. 124.000 1-.12%

MBG-Washington and the U.S. Department of Labor, BILS.
Nonfarm Establishment Survey, Seasonally Adjusted.



U.S. MANUFACTURING JOBS
THE STATE OF THE STATES

JANUARY FEBRUARY CHANGE: YEAR TO
STATES 1991 1992 1991 1992 1-192 2-192

(Thousands) (Thousands) (Percent)
1 New Mexico 426 395 424 394 -7.28% -7.08%
2 Rhode Island 93.0 88.2 928 875 -5.16% -5.71%
3 Maryland 197.1 186.2 1944 1838 -5.53% -5.45%
4 Massachusetts. 496.9 4703 492.3 4687 -535% -5.20%
5 Arizona........ .. 181 0 171.0 1795 170.3 -5.52% -513%
6 Oklahoma . 167 7 1662 169.6 161 4 -0.89% -4.83%
7 New Jersey. . 561.2 539.0 5626 5358 -3.96% -4.78%
8 District of Columia 150 145 15.2 145 -3.33% -4.61%
9 New York . . . 10579 1013.0 1059.3 10138 -4.24% -4.30%

10 California . . 2041 8 1964.1 2039.3 19594 -3.81% -3.92%
11 Connectucur . 330.3 318.2 3273 316.l -3,66% -3.42%
12 Utah. 1068 1032 1068 103.6 -3.37% -3.00%
13 Hawaii 20,8 196 207 20.1 -5.77% -2.90%
14 Pennsylvania . 988.2 957.1 9762 951.9 -315% -2.49%
15 Oregon . 208 7 2025 2080 2030 -2.97% -2.40%
16 New Hampshre 100 2 97A 988 965 -309% -2.33%
17 Vermont 42 427 437 427 -339% -229%
,8 West Virgina 844 823 839 82.1 -2.49% -2.15%
19 FIonda 502 1 4897 4995 489.0 -2.47% -2.10%
20 liloiss 954 1 9323 9491 9293 -228% -2.09%
21 Maine 97 4 951 960 942 -236% -1.88%
22Iowa 2324 2251 2313 2274 -314% -1.69%
23 Louisiana 1845 1856 1854 1827 060% -1.46%
24 Virginia -:14 9 4059 411 2 4054 -2.17% -1.41%
25 Washinron 3465 3-3 2 3468 342.0 -0.95% -1.38%
26Colorado 1864 1842 1651 1828 -1.18% -1.24%
27 Ohio .073 9 10461 '0589 10464 -2.59% -1.18%
23 North Daoft 179 176 179 177 -1.68% -1.12%
29 Wvcm:nc 95 94 92 91 -1.05% -1.09%
30 Nraska 988 989 996 98.7 010% -0.90%
31 

T
exas 9898 9788 63 97 -111% -0.87%

32 Nevada 264 25 1.89% -0.76%
335cuthCac 371 4 3675-105% -0.68%
34 M:SSoun 415 7 4048 4118 4103 -2.2% -0.36%
35 tnnesota 3922 3876 3879 3879 -117% 0.00%
36 Montana 21.7 216 214 21.4 -046% 0.00%
37 North Ca' 8302 8289 8239 824.8 -016% 0.11%
38 ennessee 500.3 5010 4978 4992 0.14% 0.28%
39 Kentucky 277 9 2792 2790 2798 0.47% 0.29%
40 Georgia 541 3 543,7 537 1 5394 0.% 0.43%
41 Mlichigai 8954 8762 8849 8900 -214% 0.5%
42 Wiscons n 542,0 5404 5368 5400 -030% 0.60%
43 Indiana 615 1 6105 6063 610.3 -0.75% 0.68%
44 Alabama 3768 3782 3748 377.3 037% 0.67%
45 Kansas.. 181 9 1832 1819 1832 071% 0.71%
46 Mississipoi 243 7 248,3 241.1 247.0 189% 2.45%
47 Arkansas 229 6 235 32.48% 2.49%
48 1daho . 61 631 613 3.27% 2.61%
49 Delaware . 71 4 693 660 690 294% 4.55%
50 Alaska 133 140 147 155 526% 5.44%
51 South Dakota 339 363 342 365 7.08% 6.73%

MBG-Washington and the U.S. Department of Labor. BLS
Nonfarm Establishment Series* Not Seasonally Adjusted



60

NEW YORK-N. NEW JERSEY-LONG ISLAND, NY-NJ-CT (CMSA)
FULL & PART TIME JOBS SHARE OF TOTAL JOB GROWTH

SECTORIINDUSTRY 1 969 1979 1989 1969 1979 19gt8 5969-9 1979-69

tOTAL EuPLOYrIIENT 8348694 8 584 531 102,1154 70o. 000'. '008. 23.835 1426623
"4A MID SALARY 7684 963 7784 4 947 46 4 920' 90 7 0r V . .482 1.182969

POPRETORS 663 733 80005 12143710 80. 93'. 122'. 38.53 443454
FARM PROPRIE735 6 798 70.5 $ 727 0 a ' Ot. 277 1 3481

F40NFARuPROPETC 856 935 79309' '20o .1 9, 92"V 121'. 136010 .445002

70TAL FAR.I 14642 IS 400 71437 021 12': 01'. 798 3963)
0TALNONFaRNt8 8334054 .569 3a 1018.817 898'. 8g8' 98' 235.07? 030340

PRIvATE 7158952 7J1 220 63331e 8'. 632. 956P. 852%260 1522199
AOSE 0 FORt.FISH ANDOTHER 5303 39654 r3800 04. 05'. 00% 9089 23.348

1f118N 7307 9454 7075 OtZ 01% 0te, 2149 14)9
0NSTRUCTION 332765 205592 469a08 40'. 33'. 41 (47.1731 18323?

MANUFACTURING I.980.328 .5986.780 I.255.119 23 % 16.% 12.3% (383.938) (341.610)
7RANSPORTATIO ANO PUBL0 C U0LITIES 575803 v49 70 572 778 689. 6 41 56% (26333 23808

.5OLESALETRAE 536 792 607 024 69390 64-. 7t". 66'. 70232 86920
RETAILTP 40E 68040 1200o 19241 "40" 140j. 138. 3291 192810

f1rNANCE INSURAIICE A43 8Et ESTATE "22 580 94607609744: 8 7'. 93% 107. 73.496 301 371
SERvICES 804772 2227 320 3278,419 216'. 25' 32)'. 422.56 1.051 091

.;OVERNIENT 4GO4T ENTERPRISES .5 02 1257 91 i4462g 14 I*. 7. 13'. 62M09 108.387
EEL CitiAN 191 251 14 965 9464 3 20.. 00" t'. (18216) 5673

7a0 5"G] $884 40: 74. 08'. 07' (46.789) 1483,
TTE 0LC CL ': 48 !1 ' 26 62 7r 9259 o0 ; ' . I10'. 145.914 t0 687

LOS ANGELES-ANAHEIM -RIVERSIDE, CA (CMSA)
FULL & PART TIME JOBS SHARE OF TOTAL JOB GROWTH

SECTOR/INOUSTRY 1969 1979 1989 1969 1979 1989 1969-79 1979-89

"OTAL E:.:PLOvtENT 'a 4191 6 '13 :65 1 W 0" I :000* 1000'. 1609699 1943I5
."AaEANDSA R', 3;0875 5 33 3s: . A'0 9 '-8 887. 8461'. 1.336764 I.51529

o4.3PR.EToPS 4 t a" 90: " . 92'. I.3"', 138' 272935 27888
A7 8PAP8IETPS 904 081 1 10 2 o2. Ot' 89 393
NFAR.. POngIE-=S ); 4992 Z,-"922 (473 90*. 111*, 138' 271940 627493

04LF;:7 "7:1 5:6 7s45 7 44 o'* 07' 05'. 2.529 2681:
r7 42. 353 5 14: 915327 490" 9931. 9s. 1607.170 1945038

4 79" ill:,3J9 637' 861'. 879% 1.09.729 1817973
SE. F7.0 I-.. .,c: 24-88 :2" ". "7". 09;. 1 '. 26.441 32874

a 2: 3. Ids -3 4. 04'. 02% 2.793 13 08)
.5t20": ."3:2' 344 .'29 47"' 40" SI. 82.852 141762

MANUFACTURING .100.755 7 286 412 1,31.654 250% 2).I% 16.5% 165687 45.248
14S: ." ... : 5 ". a--, 311 '2 .7925 50" 46. 56.0081 50933

ESAE= "'E 222547,7. -258 534 5. 58'. 116582 115228
A70a76 ,03734 S7"49 " 2 758" 760' 755. 2869 274703

17 :A"ICE.S. :g ", =E :;"' E 9975 892743 " ' 10', 88'. 203268 19528

: 7 514 40 92;2 .37 26 248' 300'. 567808 840609

0EP.."& . ":". =SS '76 128 93 69 >"2 154' 132. 101'. 17441 128363
E7ERAL:11o ":9200 '187 5 25. 78', 15' 987 72880

rol:TA0y "2"220 94883 ""5 2"': 74. 41 135337) 25493
-4E4AN,':) Ja6748 598.499 -3sa, !0 100. 07'. 151.791 _ g 699

uB-Weshn9gton an4thme V S parment of Commece. 6EA. Table CA25 Ful 4 Pan Time. Employ ni. wal 186t.



DETROIT-ANN ARBOR, MI (CMSA)
FULL a PART TI8ME JOBS SHARE OF TOTAL, JOB GROWTH

SECTORANO0USTRY toe 969 197 to"t loos onV ten 19o11-n2 ion-so
TOTAIMPLO0UENT :emnJ? ma3-u 2,4ti5 lour. 1o00'. us'. Mse m a.
W0O448N 0045*4)6 6a321S 32ow 719"730 92., n2-, IFs. 223e "1 utuSl
P6RRITOR *3545 f 7elD 24*48 3Ir. 70'.. top. 02117 ~t77

70604 M" n 00080630 070 S 82"4 .5% 04', 0?. t1at) il3211
8000'N'70708f39 :8706 740:75 88'. is5. 6'. U 73.106

TOTAL 64*04 VSD0 fS 3t.' 06'8' e0 851. 4AS 33,.
TOtAL 01OPRT Iuu m2=. 24St5'1 9?. V 804'. 9V 2910311 2101140

P14VATE 0703107 00:4201 2:2n:2 U2' 93 '. M0~ It. 2t0=4 2flO2t
10564 fet O .. Alo'0'S)o :20 20.40 Sf. r. f' . 0b.. Ztn S 0?
C:O90tcTCN 8804 87037 .3m0 140% 0q.: as.. .61 gas 05

VRNOR8PTOtOf44fOUjSCov7I'OE S 84*77t 5)40f Nw2 orV. ... aV. 23ij I 9,.0IlOtESAtl TRADE 8404 -14300 27067 IV. '01'. 80% 124 an it577
6RETAIL00 I5O 04441f 364100 42080 0054% less3' $I 67' M08 0.4018

'f7603s486 m0800 OEALESTATE '40646 f1aSCO f670w 5'. 006 00V: 31*44 241 2
"68C86 33808 442:36 8810A6 :&P% 20?'. 06.. 132.71 M20IN40066f0038 A GOVT ENTERPRISES 2079.4 Y Is77 tit, 3 1- 1 P.2 

' 
2 tI% 48*4 20211FEDERAL4 C-1-:A flU't 3483 35500 V.% f0'. 0p. 7336et 512

BOSTON -LAWRENCE -SALEM, MA-NH (CMSA)
FULL. & PART TIME JOBS SHARE OF TOTAL JOB GROWTHmSECTORJ6O4OUST9V 9:9 :070 0509 lose 0070 1030 0060-70 1070.6011

-Of370t6 Sak:t:, f6664,f 164,0' U.. ." 0064. 06.o. 2s' 039. 530 MIN
PPOPQft' I3n]3 :430'" 12)4f T 7-% 02-, Q35P. 0739 M S1334
F0630 74707 '41 30t0 2 Os 5lf ,, f. Sf'. 80'. (174) fIS"

.603760f780.7)7 f'63 'o4 2fe2 p3' 9,', :24. 57436 03142
OTAL OAA 700 080; 'Is 380 03'. 03'. or. 730 '01W0

M02507 'i6.1 0 20:72 2281ff0 846' 8:'. A801% 2250001 039004,,70 I 60; -' 5s0.3 '9 0464 0' 0 07'. 2120 7000
ff7.) *06 563 07. 0 0;. 00'. no 63

C)J:C .34 4 -I0 4r'. 35l 47'. I'50189 lossMANUF87007RING .03539 '00@43 3628 36 224. 404%, 14.0% 01.814 (06.740)
0400n~ 

W21--. -):s -E A695 140 "880 I8' V: 30' 07I 03.."CL!Sl4 4 6-0-E ... 426 a3 ',6304 085 3. 57'N: 8:"5 3e.75j
S50 .7:2 s 460 .0.. '00'. i2'. 30.520 60603

86025.2. .'26260 A556.) 16 247. 364'. 3U Pl. 05,373 mol0e
5:iI( E ,; /50352 Y238. -'44 'or 'i' 12 P: . 3.4051 444o

5EE 3350 4''80 l064) 30. r3' is' 074) 48035274006 8:402 29400 23401 22o. 1 4V, r' 321 9Fl) 1037STA 4.:- '03445 2045 V25455 8', f'1V. 952 23: 0:

WASHINGTON, DC-MD-VA (MSA)
FULL. & PART TIME JOBS5 SHARE OF TOTAL JOB GROWTH

SECTOPJikOuOTRY I"Is 0978 ?800 6900 1970 0If" 11011-7 110711-00

f0703V'.07tyofE',0 521447 34461 205.40:8 '000'. 1000100608'. 4211073l 40590:
'0.aAjD!25402 '-32150 2403V3 Is37'. 9,:6'. 805'. 3604418 64781127009E7$ .,4 '500:. 29504 8 3'. 60': 009'. 82824 1003.064 7000ETC 6S i235 6644 5083 '34'. 03", 03'. 40 e

N NF4700:6706)70ETC 08 4973 ' ?8' 9-7, S8. 78'. 100'. 02285 038810
Q0L0"m.78* '220 Nit)7 0: 87. 0o' or7. 070 .23971

b6)0I101446 '00:001 !9'02 2745080 93. 060'. 927' 4il 50093 Alto2Sel
78'-207( +4u? 1211141 5340003 500', 604', 743% 367.006 '77:005

4) SEA, I-.8 FoSs .'102f04 I)10 :0234 0275s 30' 05. 07IN. 4218 8046
'0:14'w-' e'70 0'. . ' Of'. 70 351,

CO:8T02807 05 t .02 i7508 sr. 001'. 8ell 21006 '1435
M000617000J09040 52122 84808 2572 3.5% 34% 3.2% t11231 27.368
54505F06RT76&74 4~:0 64U UfCUT.E0 -24 -16070 '2580 ta 7'. , 00' 4 7 7446 7 240

.':401S E814AOI0 .2459 5680. Us34 28'. 30 *. fS) 25540

1:8.0040 3065ROttsc0 430 REAL ESTATE 80a8 135u3 2:40043 S6% 706, 73'. 4801 784.11134
5ERVICES 345410 520023 tS090 227'. 277'. 33 r. :80613 381478

GOVE6NlUE8TAGOfl'E67607005E 5"164 66' 03294 '01007 307'. 3406 W, 2A' 58827 37:

106400 021688 '488 07620 806. 1s'.: 30. l4 306 25:'30
STAVTE AO0LOCAL 145345 22245 222467 9V. 104', a:'. 0707 :0373

lOGolsoeeple,, naomo U.S. O0eoee It os SE. Table 7.4825 Full0£ Fall Tella~e. M" e p tIRi. 1

69-451 - 93 - 3
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CHICAGO-GARY-LAKE COUNTY, IL-IN-WI (CMSA)
FULL & PART TIME JOBS SHARE OF TOTAL JOB GROWTH

SECTORJINDUSTRY --_ 1989 1979 1898 198o Isy a 9 al-

TOTALEMPLOYMENT 3 381ges 10907 45853086 00o'. o*. taP. te.s12 476401
.VAGEANDSALARY 3444612 80r0a1 4093400 934-. 92w. p. 33140 313.321
PROPRtETORS 245383 32682N j9;900 88'. 6, 107, 83443 163.074

.uPROPRIETORS 0313 9319 7078 03- 0a 02% Igl") t2.2411
NordAIAPROPRIETORS 235070 319507 464822 64. i1., 10p. 84432 165315

TOTAL FARM s6582 %6227 11'9' 04 04'. 0r. 3% 3 503ta
TOTALNONFARM 3673.413 4082680 4574112 9, 996.. Us. 419267 48.43m
PRIVATE JJI5231 358919 4040ag arl., a6r. Ug, 351,1 47g1.1
AGSE0.FORFISM.ANDOTHER 8682 12210 23456 02.. 8.. 03% 5.3n 11246
ItraNO 6477 7075 560 02, 02'. 0.1% in 11.4871

CONSTRUCTION I1647 183,425 213291 47, 45', 47. 1T77m 298
MANUFACTURING .126.1S7 1.012.179 741.001 3O5% 241% 18,1L (113,N 0858)
TRANSPORTATIONANDPUBLICUTILITIES 230625 228776 254a403 63: sm. 5P. l.9ag) 28027
.9OLESALE TRACE 244219 28840 316629 66, 8r. 89. a7.at 3678

RETAILTRA0E 558 726 643297 745970 to,. 157% I:9. Mn1 102673
FINANCE.INSURANCE AND REAL ESTATE 219415 3:3163 390,743 591: 78'. a5s 3748 77580
SERICES 65t467 088289 1339640 '71. 24*. 29 * 2222 45831
00ERNLIENTAGOV TEE 9PSES 458182 52516: 52901$ 124'. 124'. I1 tS. V S79 3255
FEDERAL.CILIAN 80962 o 2963 e831 27'. t2. N1 (1798m 233
.:IuTARY 61 2841 .g5 1:'. 1 I0. '.. 124978 5310
STATEADLOCAL 309401 409957 464549 4 0. 6oo% 2'. _:0DSS4 -_ 408

SAN FRANCISCO-OAKLAND-SAN JOSE, CA (CMSA)
FULL & PART TIME JOBS SHARE OF TOTAL JOB GROWTH

SECTORANDUSTRY 189 1979 1989 1989 1979 1989 1989-79 1979-e9

T07a ELPLOvrlENT 2 153789 2944693 318 898 '00' tooo. 1000. 24 0004 934265
.IE ADSALARY 1469025 Z533:24 3295649 w02.. 1*. 85. 623299 702.529

PROPETOS 213264 35, 564 !53429 go. s19', 50'. 137 8jS 2317160
FARl PROPRIETORS 9252 9959 4 4* 0- 03'. 03', 707 (2191

.3raFAP1 PROPMETes 204.7:2 :460 373Sa9 44'. 116'. 148% 138es 231979
T TAL1481 25956 23T 26582 IY 3 2. 07* (35 2024
:T Lr081: 2t54833 'S 3. 1552359 381 'A2W. 997. 761254 935309

'TE ' 594 370 232!' 132375'76 826'. 8S7* 728521 80284
- SE ; rr 7:S. ANDI:ER 03322 :;358 30152 '6'. 08. 1' 10036 15791

.54 4 4 'o :1. 02'. 02. 1.60 2850
:STatCTC. 03809 -'12 7 64 48 4 8', 51'. 37.03 58272

MANUFACTURING 367.598 60.961 541.81 168% 16.3% 140% 113.305 6080
441SParcor2-.4DPU56.21TE '64570 .3 4 46,4 '5 57' 48'. 3.488 16559

EALE TRADE 199434 2 7.B )94 - 303. 49*, 50'. 35136 49232
-E'4. 0 3'9356 .ain 4 3653 j4: 57' :58'. 144788 140509
'.4.CE ;6068rE 5-. ES-E 10 2327' 262523 8'. 93. 102.107 99848

SE3.47ES 463470 .4366 :9390 138': 252'. 307'. 289806 448824
33:E A;IE7 3 .GT E,7* 9SS 460463 493:9 '2922: 7' 164: 136 22733 48025
'0EPAL11t.i-.L 112.178 .4614 91532 1 32'. 25. 1175641 2.923

UTA 92244 56971 3479 42, 19'. 18. 35273) 6500
STATEANO LOCAL 256041 331t81 368205 '7'. 113'. 95% 75570 38594

PHILADELPHIA-WILMINGTON-TRENTON, PA-NJ-DE-MD (CMSA)
FULL & PART TIME JOBS SHARE OF TOTAL Joe GROWTH

SECTORINDUSTRY 1989 1979 1989 1969 1979 1989 1989-79 199-89

.C'AL1 PLOYEtf7 2614551 274507 32'0428 o0 0 000' 1002* 133486 532.41
.- 3EANDSALARY 24t100o 2508133 2914220 922': 913', 61% 9804 406087

0P01ETOAS 20442 239084 366205 '8'. a"' 112'. 33412 12324
.Ar:i PtOPRIETCS 10441 0887 7509 04 - 03'. 02'. 0.50) 11781

'I4NFARIPOPRIETOOS 194025 23997 35869 74.. B4. 0S. 380972 27702
T1 'AL FAtI 22454 20971 17932 09': 08" 05'. 1483 1033

AL 9F4744FAfJ 2592097 2727040 3262496 99 1, 992. 985'. :34840 533450
46/ATE 2161198 22932J3 2813159 927: 835'. 85' 31035 51792

-3E508 Ron FISH ADOTHEP 9:55 '4225 23457 04'. 05. 07. 5070 9232
'hrIPr40 2513 2771 29 r 17 01', 01'. 23 29

CONSTRUCTION 127381 12411 :75542 9 45e 54'. 3 ".BS 426
MANUSFACTURING 72518 58562 484184 27.7% 21.3% 144% (138.579) (101.78)
'OANSPORTATION AND8PUBUC T7I7TIES 134501 133822 137614 5: 42'. 42'. 879, 3792
.HOLESALE TRACE 124749 142568 :7580 48Im 52" 53': 17AT 32622

RETAILTRADE 381125 434603 523284 146. 58', 102'. 53.478 88681
FINANCE .INSURANCE.AND REAL ESTATE 14350 89291 27108 54 891. 83'. 47841 82617
SERVICES 5S23S 661857 102207 197' 242'. 308. :52558 341358
3OVERNMIENTAGOVTENTERPASES 430808 431013 449337 65', 57'. 13.7. 914 7524

E0ER08AvLIA :0497 01424 90205 32' 30' 27. 2.073 8782
fIt]TARY 9584 4482 27290 30': 16' '1' 34072 8508

STATEANDLOCA 2:10408 303607 301841 a'. "1. 94'. 75059 2234
Ma0-Waing"ond the U.S. Depnmer e Comm. SEA. Table CA25 F & Pan 0ime EmpogmlER May IBAg-
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DALLAS -FORT WORTH, TX (CMSA)
FULL A PART TIME JOBS SHARE OF TOTAL JO GROWTH

S QOWitOOUSTFY iOU 1 79 - tflO INS W11S053 Jin.1*-7 IMi-69

TOTAL emwooove"T tlN 4 4 042 10' o. 16' on i
.VAQE ASAARY '034119 1J4,80 t3011T41 MOW., %oar. 01111, 161111 53772

PRPEOR$ .:,, 50 5gm 31103 WO -'. 10, tIW. ?0o7 sat1n4
FOR" P*ME7OA to,, -11"J ows t, or, ot.6 *t, MOiO
"0960,15 PRO396070 t01As in lo tjni l Pht . WOa'. t33, ASO ttm

1074L14120 154:Miti? ''. 0or. 0S.. asi Gus
TOTAL N06NFAAW tl 02t2 non or 8 113. atP. "a-. Smt soon

"Are 11170 t 3704 2049224 070'. 879', no8% 444415 Sl2.1
A*0SEW FOR F.S. " AO~Tttt 3621 4427 i3 414 03'. 04OF 080% 3.1011 tOF
wonto* tans 21114 n30 te i.*. I 1., 1p. lisu on
C096974UCr700 47666l '02146 04,473 60'l 03'. 46% 34120. 767
J~MAN Aronopvuu~ro ?0040 90706m 4264n Z3.11 5oss 0*. a63 W436
I tWtORAT) m vu 70400~ 70 14 'JO366 '584 7'. it'. 61% 425Z 43:1W."ESA70o TRACK aot4 t sin 53,61 it. 1'. 11% inns 2f44

Ftt.ioCE MSRNI~Co a"D REAL ES7ATE 702 'nazi 229G 3o':. 44'. 100'. s5on its0

"141 lin 122 lit27 &if at 60a'. 208IN 2y5. 212A34 M083,
000060200117 6 001171070004005 '3U0M2 ItS41, 247,8 tl IN 1; ti., w Il. SS=f 517707
7100. 0014*020 24392 1272a 4242 2' :0. It-. sn tISa
14114749 2t"0l 1195 2ta3 ' 0. P 00' t$2=0 440
STATE ANDLOCAL tOOa oar 240 163452 r' a8ON 79. S#S l

HOUSTON -GALVESTON -BRAZORIA, TX (MBA)

S ECTORVIN4OtOSTAY

'11.11 tRO-ETOv

TOTAL FARM1

9, ?410

MdANUF2ACTURiING
'q~tiOOltllO.0A104 N 'S0:C 4N1InE'S

C"iS 70421

SERo'CES
S-lEill't 4.4 - 1 1-St;

EDE163
IUUTAO
S6147E1000ICC-

FULL A PART T ME JOBS SHARE OF TOTAL JOB GROWTH
in tote me9199 99 il" t"inro Ig A"-- - i Is-m

003209 l l8$ti eel i W,100 '000. tar0. 1ns0. mam momn
4 32300 l92218 1:22: r3:, 005' 06P. 60.9i24 t84*4l

!)0a 0i.6211 20002' 93. 9i". 1tsr. ?3r' in .la
0 A9 122 664 00', 04'. 03'. jIS htm

tom 50: a5 '"I a-. Go'. 04% 9tfl 0
0202 "I: So0 40 0'. 9049. 094 1542

9sl, I 1S 244 9706 90. 04 P 220 297502

14469 1 l9,' o5'. 04%. 00% 2200 an2
3086 to :6 1 6 ja'. 40'. 16'. 470On Ii 1 3

uSes( 'A : M '3026 1o04%. 10'. 9253 M3.11201
j1 72 2 4410? 1".076 08% f4 % 07% §ZAje 02A3t)1:& re t "A '24411 3% a66.. 602.. 4 a" tans
72119 124010 :132v2 '5, 74'. 42'. S2Aoh 6I Fo08

is, m0 5101 14,507 i5 ; 155'. 156'. '30163 S3413
500C32 ''9A 1t230 00 ,i' 82'. 61647 a 702

?22710 !Z8'2 131022 2 0' 201. 294'. 1100121 205 024
15 11 i02 7 1 '24'~ 107' i25', $In Go tins

9 Z 235' "1w2 23' II' I .. 17.1 5107
''no I02M .1063 '2'. ott or01. 0i454) 3183

08 234 '49'02 .m514 02 . IOP. 504 am 12n

MIAMI -FORT LAUDERDALE, FL (CMSA)
FULL A PART TIME JOBS SHARE Of TOTAL JOII GROWTH

sECTOftJI74DUSTR7I a 0988 Tl "a8 t1Sa i0iS .19 .. i06t-79 i97S-al

TOTAt~L EOJiIET 4339 :203371 :533 'NN ao'0. 1000% MOO0'. 4361054 440279
'.030410Af AAY:.40 03901,11 98 SAB'A 991 al'. 6432A 148184 3786al
OPO0RIE700P 866479 '.6"'S 2'21t6 104:': '32'. tSV. 79144 10440
700RM i007007025 z ' tan 162 '90 3'' 0 1.: 01'. we4 'is
l.O6FAAMPRO"I'lOL1 0543 04 mm20 '02-. 310-'S 71. F9 3m 100354

TOTAL FARIA 54' '030 7 0 as'. 061. 04'. 164 239
7-:tAL N00FARIA 83021 1134 1725374 94'. : "A. a. oats6 uoo0

.. 'ot( 12476 '100 ,Slt 088'.alo: al V. 84% noeS4 11!"
4'1 0(0/ F06 lts *140 0111(0 6406 9913 18se1 Is8 03' ii 30 611,01.0 1224 '40 *22 1 . 07' 01'. 243 3
COP69TBCTIO11 64t63 406" I73t 10'. 14*4o 11.336 'P6US
kLASROACtU0630 101t0 1 42m3 141047? 121%l It.t a9 At0 (it

70.01990TAn04440 A lt 047C ~ IEST1 05M0 9', 114037 a'. Trll 40% 2S.511 112
.ovt"tSALE 7RADE 4131 61100 ''547 14, 04'. 6 7'. 16-014 1,4430
RETAIL7RALID $1393m4 71904 32399, 104 -'. OIr, l '. 63674 as6on
1044005 040140420 tMO REAL. ESTA71 GIVE 1 041 ', 175 1' 9?.1 t27. 570254 07410

SER0060551 zzIlS 733m 1.ol ,or. 274-. )1St. 12407 m0411
GOoWEAOOfT'ttTtOPftSEo '0Sm5 49404 '93M5 '26 1i , "'. "Ao42 4262

FE604 DER 170 '40LA ,63 17705 25w4 t 10.tO. '5%. 222 7510
;G4421 :06 4120 '122W 20'. '0% 0'. Fi 670G .151

S77TA 1t04 73968p L'O3AL 'IM00 &SI0s'a. 84% 00'. 4450 1640c
flO Wt a LtU.S Oapwea .c... Ima raW CARS Fwat &m FM 6 netl -in te6 t "Si



SECTORilNOUSTR

T07TAL. E8.IFLOV02EI4T
WAGE AND0 SALARty

FPROPRIETORSFARM ROIETOR
NONFARM PROPOIETORI

tOTAL P481
TOTAL 06NFAR7
PRIATE

A0 SER.FOR FISH. A

MAMJGACTURANO
TRANSPORTATION AND
RETAIL54 TRADE

FINANCE ,SRANCE A
SERVICES

00T6060$EIT A 0OVT E
FEDERAL Cr471066

EGTAOY
STATE ANO LOCAL

SECTORIINDUSTRY

TOL741 -EI$'17'7T
SAGE Af*05SALARY
S0ROTC 0 AS
FARI I 7807016.: AS

PJONFARI. 70 7OPiETO0S
TATAL P4011

ELTALE. OFA6 I

OR 

o 
IT

!SE$6., FOP -. S. 7j

IOANUFACTUO8

600 CESAE.'EA.

ft E!TAT

S11TAE.10 CY
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ATLANTA, GA (MSA)
YULL & PART TIME JOBS SHARE OF T AL Joe GROWTHY6 9 179 lef 19ss 197 11m0 1110- 9n-es
aanw 1163702 $87654 1000., .000. 10wn 34.a7 6311.111751012 104106 159159, 92 3'. goo'. *82*'. SISI 546.438

63233 sS46 224s 7 . ' . 14 . 5 3313 10005123 62m 5w6 06'. 0S.. OP. 1.085 $544S S1o s03n 27254 7... 9p. ILI% 553 106.95
7716 8444 7345 09'. 0 ?1. 04% 738 '1.104m

84487 1,55253 9803 11% 011'. 20 340141 6353000384 98156 '547330 IM r. 44 1- 8138., 34310 548180
NDOT4ER 223 40.7 'o 0o. 03$ .0 L 5?t802D 11o1 02151 07'. 01%. 6.1% anl 5654s311 63294 '0m2 60'. 5e% sr. 13117 4453163M6 t6202 184011 lO.W 14.0% MIS (1.460 21IlSPUSUCUTIUIES I16 t09 324 91 T'07.81107330E 944 08 324 7' 8 3% 25.542 4230,U137 144674 6644 07'. 9*'. 9*' & 47123387 I07M3 3'0625 '5*'. 76,4% 17.1. 67M1850 110ND0REALESTATE 15335 06488 646 . 83'. 83% 41.103 724037624" 2$438 4000~ go', 21 r. 21146. 81S 225.8'2NTERPASES 120643 1770 24)863 117% sr. 13P. 56j5 84770

2530 344401 11 35'. ar'. 2.3. 0.356 long10001 ''90 20204 2 0'. I'0 . 1 $4.873) 7634075511 130279 160403 2r $ 2 Y 7 38124

CLEVELAND-AKRON-LORAIN, OH (MSA)
PULL & PART TIME J089 SHARE OF TOTAL JOB GROWTH769 1079 7086 7968 1879 188M 1969-79 178-88q

352676 .52430 51819 10w, '000* g0p* 9172 023801207101 1329319 *5S47 03)P. 915'. 849'. 0484 00'206 470 '59372 6'. es'. 70% 2 3)22

.a3ES6E208 4 ! 21 0603 044 . tr . 2 16

i921s -48,O "9'8 66. 04% lor. 2761 1151
02 7 3 $ I6 l 4 43 3 0 '. 0 7 .. 10 6 * 1 . 7 8 2 7SETT L 1E- 150TACO M, 9% O. WA3 (MSA)

$87060 126)"s '4274124 87 7. 072'. 874r. 78.180 072000 :7470E 3545 52*4 34712 -33'. 0.. 0or. 1.679 3025
2742 2752 24 02'. or'. or'. 370 .475171144 '12065 i55.5 50'. 43'. 43.. 13.20 3 OD456185 404701 306417 33.M% 276%Z 20o (32*" 1911624)13 L C: 7 T.6 *10ES 535 .)6547 , 50.% 4% 43% 15.10M) $0453)

9)2 4767 87007 53'. so'. 5.7% 72.981 2,304
2011824 238172 2603,9 54'. 784'. 072'. 58.348 227477.0 -$4 ES'4T2 10395 87268 '02400 40%: 0' oP *:. 5683 $1762234v73 3131 a" 02)5 1% 2 3. fl4. 75.706 770 896772 565 '511767 " 76 S.235 17 7' 122'. 179% 78.011 255420741 24763 74433 19 1' 7%~ 76% 1078) 270$7836 970 8403 09- 06'. 06. 3.846) 1387$2090 11423 14799 3*'.: 10*. '. - % 23.733_ _ 268

SEATTLE-TACOMA, WNA (MSA)
FULL & PART TIME JOBS SHARE OF TOTAL JOB GROWTHSECTORIINDUSTRY1 7868 1079 7069 7066 1979 198. 1989-79 1879-89

TOTAL ELIPLOL:T 06009 7777026 154Y 100*'. 100r% 1800 201.557 42600.VAGE AND 54LA01 905497 oO..o 337069 914'. a.*. 080'. 708.1 07 352547P6RP6T,306 74 378 $27738 277237 00'. 1-%. 4,0% 1378 40FAR" PORPAIETI'S 2051 4423 9027 03'. 04% 03% 57 564NONFARtI PROPRIETCPS 71527 122715 272278 0*'. 110'. 731% 71 001T.TALFARL1 614 9220 9750 07. or. 08'. 31 $76TOTALNONFARLI 85395 702400 15151 093'. 002'. 964. 24844 .454'RI/ATE 6595B 438 $378476 767'. 2r. 0*V. 24.78 404.570
4)SERY.FOR FISH ANDOtHER 5352 77257 2042 00'. '. 1. 1.0 0784$.l707) 725 $69 $26 00% 07.. 07%- 278 284CONSTRUCTION 43378 214 90616 5 M 10% 24.010 23.1

MANUFACTUUNG 786626 194983 244420 27.7% 175% 15.7% 834 49.43TRANSPORTATIOTANDPU8UCUTIUTIES 49217 6177018 08 57% 5 W 3 1708 ,.,INGLESALE TRADE 967a stra401561TAE4W351 07730 85516 53'. 0$I'. 55'. MIS3S $7779RETAILTRADE 12340 $50343 253370 $43' 782% 183. 54.33 73036
FINANCE INISURAr)CE.ANDREALESTATE 0333 91902 130347 70. 03'. 04% 31170 30415
SERVICES 145370 238145 472028 709'. 274% 20% 22.775 173,89

GOVERNMENTA&AGOVTENTERPISES 194297 168562 220740 225'. 170'. 746'. MY= 30.770
FEDERAL. C1vArA 20219 28957 3367 33'. 26. 3. 738 3410
.iUTARY 6597 37113 4346 8*'. 34'. 289. $3314m 5SIS
STATE AND LOCAL 97481 121712 150065 1t3. 0r. 2420 014
8G-Wa tSS 1000*. C. BEA. T0M .004 2o A6 P.I 442600
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SAN DIEGO, CA (MSA)
FULL 0 PART TIME JOSS 51ME OF TOTAL JOB GROWTH

SECTOW7NO4USTFIY 1ns tonV got toes 1V Iwo, 19m-n11 on-11
TOTAL E7L0907667 4a' on9 i 36o 732 '10r. 700'. taps. affair 40,63

.3008340303I, 3* 8 F3IT 774683 976' 47;3% 469. 3flisA 363.2
FRO0381090S 3;070 792131 11359 57' 3'.. t9, MAS 211990

FA670607OM S 07643 5 am 4'" oS. 1or$. or. 3s 4331

N.ONFARM PAO1%'6
7
0

0  
14227 7. 20 0 711 53 * 6. 720'. 140', 6311 65544

To10 FARAI 235 I773 01^ 2.777 4r r o 37)

T TAIL5757 574AI- 7um 9704 7634 0'. fir. a^. mm13 4416

4008 9 05 I 7f 9 u21 07w0 450 0033 703 or. is % 7110% 211.211
AG86 0IVFRFIH9N0ONR Iw 1210 735 Is 1' o. I0I% I-% &M 94

CONSTRUCTION4 25309 33324 .54.7 IQ.. 3If. 6:,% 27 .173 32.184
066341AC RING 1076j1 '03.454 135.§41 IT.,% It.1 31%il 33171 303

.o7IOIOSALE 1600 S3703 2686 47w 9 94. ' 34% , 1739 2.30

RETAIL 40 6AE 2303 14 :37;5 274i) 130'. 135% 151.6 42.054 78643

FINAN7CE 7709460740 Aot,0 fI I'll, 4077 2691 102 123008R 05% 7 3.0 6.'. olIS 3,47

004103 2357 I S 370 070 Ya .1 o1" 3. ar.: Zp 3 0341" '0913
307607774 .I 07 A 7G4V16NTEPRIS3 218249 294 227 3742. 209 226% 25', 2% am0 us.a

1000641 0727146 387 N 94 0.4 60'. 46. 3% Am6 5065
,.iU ARY 1,2118 121,'9 740" 3I 27 : 737". L05V. I

7
4md 747732

STTE10'9200 '604. is"I "507 21,6 9?3'. OPli. t ?.. . 40536L 20 196

MINNEAPOLIS-ST. PAUL, MN-WI (MSA)

SECTOR/INOUSTRY

70201 6.PLO iE11T

727110677PP"IT 
O

TOTAL 007410617I
-- vTE

;6481 AC ETI
Q E7 s : ' f~' o 0

VAL 03

7,707AT t t..0t2

FULL A PART TIME JOBS5 SHARE OF TOTAL JOB GROWTH
1949 177 1949 7060 177 lOGO 196-79 '!7z-t

o67 1255162 15020040 '300'. !000. 2906'. 377 .= 33 7"6

'110 t70 Il 7' P 2 332 764
,2432~2'063 ' r.: 706'. .95 '"0"0

7427 so.'87 i0' 70. 0% 370 (27307
72253 7,7 403 30., s.5. 11% 371361 30942

7702 r9 23 . 00'. 032% 2663~ 3 270
to 7. 37'. 026. 420 3

25t 54111 att 33P. 07'. 434 039 74 77697,

237 06. 2347109 ,277 797 2404% 20fl 162% 2I.00 111802

07337 ?910 92V' 07. 60% 21334 70Ol6
?fl mt03 223 53. Ili~ 1770'. 64343 34.90

"I A577 8'3'0 0't. 76' 54% 306 427

470 .023. .,j7 ,1 ' 226'. 286P. 77486 76446
.7j77 7,08 00 17' 63? 77'. 33997 233SOF

2906 233"ti 22. 7% 0. 73 73
,69,1 1 i 672 708 6' 0'. 07 35244) 37

)33732 IV4 383 13 3 3' 08% or., 47261 290

ST. LOUIS, MO-IL (MSA)
FULL A PART TIME J065 SHARE OF TOTAL JOB3 GROWTH

06C70R77040.20RY 7909 177 706 98 3 199 77 1385 1069-fl 979-St

Et IFt 77 'E'0 ?1 72 .30515 W .30 't030'. 7000'. 2896'. 710.410 2Me"4

.09077 4.LA. .9, , 32 to' 787 723084 978'. 403 '. 470. 770,33 70686.

as:a6cV I0: '..n '"0672 02'. 7035'. 730'. 40.087 762

107.7070T.) 23w tt '.97 9902 tO-. 0% 0or. i24 2069

_OT o "OQ77AIItt , 4'25 727S662 70267713 49' 906'. 986 9g?. "a4237 210.31

"',ATE6 49 '2w 30527 725:7017 646'. 84.. 679''. 73406.4 30692

86010 FOR417~ -D23-.34 2 05 004 165" .3 r. 04' 03% 3.003 3363

'7274 2 S 70 ' 28 033' 04' 03'. 19728 7272
00208762027074 11 341 002 '41692 4P 6. 5. 703]a 7379

M444774C734 FUND 283 290.755 232.76 26 M% 2f9% l6ei% 124.11243 (w2303
24071400674t0700770PUBLIC0t2002007'S -27,5 0 02:00aJ;" 6:'. Fit. is'. 3666o 4180

.* ,72v63.61TRADE 0220 " 73 739 653792 38. . 5v: ,3% 70 31 320

6RETAIL60 '0DE!2693 '36 91 u, 0l 202 1 .~ is"7. I73'. 3236 Aso 7074

00002C9 2E99 29 :6 482 95', " 137 203'. 738 7334
G0000007T007 3027700" ENEPIE I 8 032 7004 70. 730% 776' 137, 3831

1600943. C,'t07 0&1', 3S7 9 3;767 26V. 29;. 26' 3883 7682

IOTORY 0 2a 6523 23226 ,77'- 1 3.. 6.: 727021 7007

STATE AN LOL02 97of 27 3079 50'. 52'. 71' 2789%6 .2

580 '*54319 IIIm s 9'. M2 4480C E.Tt "2 9" 1-590 ti E.5i.

69-451 - 93 - 4
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BALTIMORE, MD (MSA)
FULL A PART TIME JOBS SHARE OF TOTAL JDB GROWTH

SECTORIlNOUSTRY 1989 1979 1*e1 1989 197 M tg-79 ion-as
T
OTAL EPAPLCTHO8ET 9977" 7730094 1 407 M9 100 0'. 10OW. 100W. 750.200 2799)

NAGE AND A""P 973718 82064' 52 1245482 932': 4)8' SIM6. 72134 2090M
PROPRIETORS 889981 95l2 162313 69. 84': 7)0. Vale 67777
1AA:408079ET

1  

4854 4sl959 l4853 o5'. 04V. 0or. 199 1306
NONdFARM0 PRC-TC'5 62.142 8953 5780 63'. ,9'. 12' . 21"l 68077

I')10G 8389AA 8ase 70W"O6 09'. 37.:, 0S'. 97 1 74691
TOTAL '""NFAR. 912326 l2.527 440577 "... 99,,, ,95, 13o1 2*02578:0470 7l. 720 8173.733 -23758 782'. ."2.. 812. '20.473 2880an

AG SERVO 606 41 6 T.E0 3709 5273 10427 04. 05'. 07'. 7601E4 5854
1.83 533 '43 '38 07', 00%0'. '. 0 253

c 7487844C763j 49 998 928633 55870 54 * 55'. a?.. 12.843 52.377
MA78JFACT8)0 2ON6 659 772?.350 733.547 27.3% 752% 9.fl (36.J (38. ?89)T2ANS0p,'T:07AN 'UBLICUT1uTES 60849 6334 08U8 2 58'. 48.. 2A= 7507

.OLESALE TRADE s 296 S5 2 69 TO 5'. 50" so. 1230 73183RETAIL 78000 4888 111927 707533 '52.. 193'. '63.. 32247 3.01FINANCE R0uA4E ANO REAL ESTATE 529 .71 114 775 54' 591. fl1% 24A3 37275091:069 :88, 2 141998 :8:99 790'. 222,. 296'. 74.124 783.20
01ERNME ttAa4 OV I TERPRISES 2248We 24938 258079 229'. 221'. I87. 24.116 86SFEDERAL CI:LA4 82997 ?3865 77279 84'. 65'. 55P. 1.704 38714

'54f40 5355 304052 333057 Sr. 27'. 2.3'. 2,.3S3i 305
ST47EA:OJLCCAL 10292 .56.7 147603 "2, 129. 0 S'. 3535 200

PITTSBURGH -BEAVER VALLEY, PA (CMSA)
FULL & PART TIME JOBS SHARE OF TOTAL JOB GROWTH

SECTOR/INDUSTRY 1969 1979 :989 4969 1979 1989 1969-79 1979-89

<'EL E '53 80 11,7722 '26.79: '000'. 0. 100'. 53542 00931
.3EANOS 5-. 69595 2995 .r4r "16'* 338. 878'. 67800 .4555:

70C-PRETC7 88 j4 7r 3a:2- 9354 04' 22', 2 24. 6142 34627
4.. IC 1. 43. L, r p S I5026 4 5 O', 04'. 1250 :5771

rS Ill: 722 1'4 44318 50'. 87'. :79'. 148g2 332
,g'9 414 48'. 39', 08'* :13 8:

3 1 - o m 2 ;W3 7. 9 4 '. 3 9 4 , 9 9 4 %* 8 2 7 8 9 ( 1 0 3 7 2 :70 .77 :1330 39 5 /A324 869'*. 7- 878 4*V 0700 47
.. ,.' s :. 2o2 7 5:43 12.. 3', 04". 808 2015

.1a . 5056 4 2 . '. 38t1 8 240:
.2372'*' .3:3 .'' 61650 53 57'. 55'. 8140 (2790)

MANUFACTURING 302039 2889 136.93 287% 23.5% t22% (35.20) (126808)-- .2.2*m . ':' -40'8 :' '.:5: :3'* 59'. 53'. :881 (7427)

.. E -. 2 434 31 346632 4- 49'. s0'. 003 945'As 1 ., 276 '3 5 a0 1CS 18 as', 27,339 18178
':5 42E 3- - -i E 43:1 . 851 47' 0'. 69'. '5350 :3490

'.E2';538 745,5 435 1 5 '7, :0'. 208 (0239:
-AL Sale *i~345 '70.9 17* 1 157 (291'A33 75 443 4409 12 0'8 IS'. 08'. I 1. (5.9541 2529

S-E'',2:. 99375 10626: 93522 94'. 93'. 83'. 6886 "2739

PHOENIX, AZ (MSA)
FULL & PART TIME JOBS SHARE OF TOTAL JOB GROWTH

SECTORIINDUSTRY 1969 1979 1989 1969 1979 1989 1969-79 1979-89

17AtEIPLOY'E 400876 '-S543 '203529 100. 7000, 100. 347.67 54.96
"43EAND A--Y 3599W2 66i i2 '30695 5)8'. 594'. 058. 308.00 83.M
FOPETC.S 494 9' '31: 72834 702'. lo09. 14-4 4007 9053

'.1Po0( :'= 2; 2276 2367 2660 36'. 33" 22'. 9 293
_'d-1AA.1 3734@ 7C 3898 '444 170 74 47. l0o. 147', 40.78. 10088

_7LFAR4.I 9545 3272 7800 24'. 3'. 08'. 1274) (4
.4 NONFAlt 391 330 '.027 17:95723 976 . 900'. 994'. 349.94) 453452

p.TE 3.22238 327 35 :3 Cd7 3.4* 0 I9'. 304697 477972
a36SERv F: Q 65, A;. CT-^ 4P63J 93. 4 447: 1 72. 42'. 4.63 497

*'.. 3:2 541 ,987 '. 0:', 02'. 379 1296
C-45TRUCTION 23 40 653550 72 35 59'. 85'. 80'. 407 8 6807
MANUFACTURING 77.047 100.641 141492 19.2% 4.5% 11.6% 31589 2.,85
7 7A0SPORTATIC ANO rJBL: 34714ES 10940 37 4.0 54.592 4 7% 4 2 45'. :2535 23.776
I.OLESALE TRADE 19960 43::: 63422 50'. 54'. 53'. 20)57 23377

7ETIL TRADE 0 395 135936 2120675 17,4', 78 2'. 471: 88031 78740
Ft aCE INSURANCE ANOREALESTATE 25387 58862 136615 7 , 02*. 14. 40= 57.23

SERVICES 79624 18.832 347.755 79'. 228'. 289' 89205 :03
GOVERN.1ENT& 3G0VTENTERPRISES 69092 113136 50678 772'. 57*. 125' 144 3754
FEDERAL CI A9AN 0096 ;401 :897 25'. 79, 16'- 3914

' :4 176 4 2:J 16 764 35'. 79'. :4% 8 2
STATEAND LOCAL 44820 5463 1:5221 :2.. 113.= 96'. 49043 *30356

M80-_Wn4.no. and 89' U.S9 DpaR~F c C -gnw. BEAL 7.0CA25. E & P1 Ta. 8489tmw.78. Mt 7 798,



U.S. JOB STRUCTURE
(March, 1992)

Services' 26.7%

Retail/Wholesale . .t" 23.2%

Government N K .17.0%

Manufacturing 16.8%

FIRE ' ., 6.2%

TCU N WY5.3%

Construction 4.2%

0.0% 5.0% 10.0% 15.0% 20.0% 25.0% 30.0%
Share of Total Nonfarm Jobs

MBG-Washington and U.S. Dept. of Labor
TCU: Transport, communication, Utilities
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EMPLOYMENT STRUCTURE IN THE STATES
TOTAL Employmera t Sha"STATE EMPLOYMENT Constr. Mfgi.g TCU Trade FIRE S.e.ss Goveneent

Alabama 1.643500 462% 23.07. 509. 2170. 442' 2002'. 2030.
Alsha. 232000 364: 5 09:. 884: 20.;7% 440% 21.7% 31.25%

Arona 541.00 554'. 34 5 25.2% 850% 2777'.
Arkanss 971 600 408% 2460. 603% 22-25% 4.00% 21.19% 17.47.
Cahfornm 12 !563 468% 5554'. 462'. 23370% 6.2% 27. 1645%

Colorao 1 571 800 423. 124'. 627'. 24.54. 6.2% 26.87. 5848%
Conntcut 1.590 700 6% 2 2' 46% 22.54% 8.176 27.23' 1333%

Deaare 34300 5 30 25070 43'. 25295'. .37% 2448' 13.74'
Distrot fCoumbus 678600 1 75' 223'. 340' 885' 4. W. 3668' 4542'
Fionda . 5 404400 466'. 11'. 466'. 2660'. 6.52' 30.85'. 1685%

0.o'g. 2.8655000 4 '8'. 36,32'. 870'. 2469'. 5.44% 25.72% 16.36%
Mawa, 546 600 596% 366'. 775'. 2536% 704% 29.55' 2066'.

'4460 '425800 026%. 1560%' 508% 25.65% 5.10% 21.46% 25517%
2ll8ness 5264 400 380' I8 I5'. 578'. 24.40' 7.06% 25.65' 146'.
Indn 2.558.700 456'. 2455% 533' 23.79'. 4.U% 21.62% 5497'

0os 1 240400 335'. '653'. 446'. 2535'. 6' 2422'. 1626%
1~~. ''0300 350'. 68. 5 634'. 2455'. 5.51 '. 22.71'. 1969%
5.~c' 05 200 44' 367' 555'. 24400. 405% 22.650'. 38.54%1 ansas 1 110 300

uc 353500 5 1 67 483 2365 2069
Lo5u a33': 366' 437'an 243'. 4.85'. 24n28'. 1925%

Marylao 2 140300 6 53 7'. 475 2465'. 59% 286'. 1965%
Ma.s.acu..tt. 2 814 700 243'. '052', 436'. 2343'. 7.28' 31.97': 1357%

chgn3 912 500 I , 21 - ,9.M~hmn33200 3'2. 34' -5' 2406'. 4.93'. 24 37': 3628'.
Mannes2 154 Soo 2304500 3 1 30 5,2'. 2437% 5.67% 2675', 1635'

905 500 35'. 25 04'- 466' 23 65' 4 04'. 57.56'. 25 895%
M.ssur 2 337 600 4 G9:2 a 1 59'. 238. 569% 25.13% 1624%

Mon:ana 302.700 350, 53'. 554'. 26 44% 25,54% 23.75%
'ebraska 780 220 35': 332'. 55'. 2526' 666% 25.2% 5953'.

N6.a a 543223 6'. - ):4 02 20.53'. 4.55' 4303% 53.40%
.3 m, . 40222: 3 22: .233' 3 5'' 24 50'. 6.36% 26.40'. 567%*7C!C 3 45' 56 1 53'. 2436 642'. 2787% 30 5.

586 3c2 5208: 56',: 533' 2405' 43'. 25.56% 263%
.0 '- 3:-2 53. '2'25 '. s~ 2044'% 9.45%I 29.93% 18.32'.Ne o 3 520 40',T 26u. 45. 2254' 4.26% 364% 5651%

D;~2... 73 A:, 3 2V; 34:t 05'. 26 77'. 467'. 26.26% 2414'.

.2 0 -5 2423'. 5.56' 24.89%222 22 251'. '3 30' 557'. 2346'. 462'. 23.26'. 22.64%
2w~c'77520 4315', 5365- 5253'. 2563'% 6.58% 24.25'% 56 31%

sv 171 500 406'. 3003'. 53,' 2330'. 5.6' 2680' 5368%0n0,,r450 3 , ' 6. 35'. 2 136% 58:3' 30.00% 3491%Roesar 35 400 !7, 2 V
Sou0nCaromna 563 700 565'. 2374', 426'. 2230% 420'. 20.52' 3 '

So u-kota 323 700 355'. 64' 2668' 47% 245 68%
T:....21600 385'. 2347' 528'. 2389% 459.1 2253.% 3607'%Texas 93 00T.ta '53 300 45' 526 242'. 53% 24 3I 334 ' ' '. 57V. 2435' 478' 20

ietirgna63 002.6
U2 460'.' S7.Q'' 4 24'% 2353% 4.40' 2620' 56513'2On. 23!4300 544' 4333: 5'!1: 2264. 5 22536 2057

3: 65 0 : 5 0 9 1 9 3% 2

.. fl3'J.'5fl'155332CC.430% 333,079'. 23.30'. 3.92'. 24315'. 20.33%
.. , 3727 335'. 23466. 463'. 2352'. 5.29% 23.926 033'... ~033 ~5 .. 5 3'. 42. 723'. 2268'. 3.59' 58.303. 2883'.

SS. TOTAL 5ii5222 4313', '673'-. 5534'. 23.56'. 6.09'. 26740* 1756'

Mac33- 3..p..3..3,.......*anen of5. Labort SI.S. 336Ac ''~ .... a454 'ooIrd hIn.0tM -Wa.shington an54 the U.S. Otusgs fLbr.90 A.5. Unadjusted Establiseh ntu Data: Oecombor,199 53
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NET FIXED INVESTMENT IN THE U.S.

Share of GNP
10% -

8%

/ ig1980 Avg: 5.7%

6%,

2%

Ob ga1 1964 %957 970 191 :976 1979 192 1985 1988 1991

U.S. BUSINESS INVESTMENT
(Constant 1982 Dollars)

Toia! Reat Growtft

88%

20%

47%

42% / 42%

40%

20% '" 
'

1960s 1970s 1980s

MBO-Washington & US Dept of Commerce/BEA



U.S. MANUFACTURING TRADE IMBALANCE

.0

MILLIONS OF U.S. DOLLARS EXPORT
YEAR EXPORTS IMPORTS BALANCE GROWTH

1 970 $31.720.1 $27.332.0 $4.388.1 N/A
1971 $32.904.6 $32.103.7 5800.9 3.73%

1 972 $36.503.2 $39,710.0 (S3,206.8) 10.94%
1973 S48.467.7 $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 S83.120.2 $67.631.8 $15,488.4 8.13%
1977 S88.901.7 $80.504.0 S8,397.7 6.96%

1978 S103.633.8 $104,334.4 ($700.6) 16.57%

1 979 $132.745.4 $117.130.9 $15,614.5 28.09%
1980 S160.651.4 $132.986.5 $27.664.9 21.02%
1981 S'71.749.3 $149.752.1 $21.997.2 6.91%
1982 S155,305.4 $151.727.9 $3.577.5 -9.57%
1983 S148,664.7 $170.865.2 ($22.200.5) -4.28%
1984 $164.071.3 $230.909.6 ($66.838.3) 10.36%
1985 5168.025.0 $257,477.6 ($89.452.6) 2.41%
1986 $179,818.6 $296,652.7 ($116.834.1) 7.02%
1987 $199.883.5 $324,443.9 ($124.560.4) 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 ($473.0) 9.38%

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



U.S. MANUFACTURING TRADE: 1991
(MILLIONS OF DOLLARS)

INDUSTRY EXPORTS IMPORTS BALANCE

TOTAL 53453770 53930700 (S476930)
Cicng 2116 262058 (529942)

venc'es new :ars - japan 54973 520387 7 ($198904)

Teiecommumcalrons Caop $9,9658 S23.4690 ($135032)

Foo'wea' 55425 $95610 (395)

Vences new cars - Oner 530772 3108531 (57.7759)

Venciesne- cars - Canaoa S6.1895 5135436 (573541)

Toys games sporting goods 520855 588236 (56.7381)

Electreal machinery 5299352 = 1031 (51679)
Otmer manufacturee goods S251087 S300642 ($4.9555)

Vencies trucks 538692 8,261 4 ($4.3922)

ADP equip offnce macn 525.9536 530064.3 ($4.110.7)

lion and steer ml: o S4.2141 583123 (540982)

Gem o'a" S2092 Sm006o1 (37969)

Furnoture and pails $21132 S49383 (528251)
7
'avel goods S1590 523453 (321863)

Paper and paperocara 5596' 8 58024 4 (520626!

Watcres cocks Dal's 52253 522866 ($2061 3)

exsieyafn 18010 S54571 S69908 (.5337)

OIalboruri 5313 8 516639 (3 3501)

Metal manufacIres C $ '692 563762 (S12070)

pxte'o 557 1 51 244 8 (51 157 7)

Auccer 'es an.: oscs St 2727 23102 $10375)

Meta'wo-. .g S2 706 3 536226 (a.91n63)

Pas:; at::es n es '367 531154 (58787)
S21 - S1.0627 (3844 8)

Oc gca s S71! 5 S4855 ($7740)

Asrr,5i.5 Si 240 2 51,9808 (5740.6)

''xograzr:c ~~-' 92926 2 S3 652 7 (5726 5)
ryoS' 244t ; 0 51 9078a (56638)

845c~5 'sS! 2686 51.9130 (56244)

- 5.94 651 5 (56121)

G assw'ao 99380 (54901)
84 - S! 52472 (S3732)

MCI 5SC.55 ~51 3326 $16359 (S=333)

Ciss 3256 516009 (52753)

s C as 5 $2399 54068 (5z66s9)
0

r, C' e, ECi5 i' 5 574 5 5704 8 (51303)

S;:, C ,1 on52388 53662 (51274)

' 5 014 30' 5140730 5228,5

Cem s - - S' 51-7c5 $14158 52317

Sem-ca 52573 (- $2573

Sp5:z ea1278 57707 3571

S3 A 24 6 52409 I .7155
54020 32987 $8033
5i 1543 2481 9062

4b $23608 St 4167183 59435

Gri;d n'ormcfl54r. $3 295 1 51 934 8 5.1 360 3

s.""::s -'O' a 542630 $27865 3194765

G -e.r-ao s -e .s46062 530528 51 5534
-535788 $157053 8735

Cnem,:au s E0.wze6s $29800 59192 520808

Gene! " ai~~ur~i "ass 517 107 ' 5144225 52 684 6

Po-wer C'1Ci411 n'r11v $16 967 5 514 230 3 $2.7372

Cr~mca's- ';ac S5209 S8)568 57711

G -e4anes 50^ 19 8 52 12310 538968

Snai:zeaC Mo!'," tSi 565 2 $109142 5651 0

Arsianepa-iC S,02636 540854 S61782

C erncaio - p:as:ics S03224 3785 565373

Sc-eritlc , irnrientfs S3 4876 S67574 567302
5An1 2182 53436 1 520722 1

- Wshijru *' rr Ii'. h'pi..2I706 3~.IeE~,r I*0



U.S. MANUFACTURING TRADE-DEFICITS
WITH JAPAN AND GERMANY

.2

.2-

Deficit With Japan Deficit With Germany
MILLIONS OF U.S. DOLLARS

EXPORTS TO
Year JAPAN

S8,947
$10.080

$9.984
$10.815
$12.161
$12.368
$16.871
$16.317
$21.948
$26.982
$30.904
$31,385

IMPORTS FROM BALANC
JAPAN

$30.471
$37.285
$37.365
$40.731
S56.535
$68,093
$81,202
$83.868
$89.123
$92,925
$89.086
$91.006

E WITH YEN PER
JAPAN DOLLAR

($21.524)
($27.205)
($27.381)
($29.916)
($44.374)
($55,725)
($64,331)
($67,551)
($67,175)
($65,943)
($58.182)
($59,621)

225.7
220.8
248.8
237.5
237.5
238.7
168.4
144.5
128.2
138.1
144.9
134.6.

MILLIONS OF U.S. DOLLARS
EXPORTS TO IMPORTS FROM BALANCE WITH DMARKSPER

YEAR GERMANY GERMANY GERMANY DOLLAR

1980 $8.000
1981 $7,623
1982 $7.050
1983 $6,489
1984 $7.372
1985 $7.493
1986 $8.809
1987 $9.784
1988 $12.184
1989 $14,894
1990 $16.665
1991 $19,442

-MBG-Washington and the U.S.

$11.449 ($3,449) 1.815
$10.884 ($3,261) 2.254
$11,450 ($4,400) 2.428
$12,089 ($5.600) 2.554
$16,427 ($9.055) 2.845
$19.527 ($12.034) 2.942
$24.398 ($15,589) 2.170
$26.421 ($16.637) 1.798
$25.901 ($13,717) 1.757
$24,206 ($9,312) 1.881
$27,449 ($10.784) 1.617
$25.489 ($6,047) 1.661

Department of Commerce, ITA.

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



MAJOR U.S. IMPORTS FROM JAPAN
TOSAND DOLLARS SHOWS OF TIOTAL
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MAJOR U.S. EXPORTS TO JAPAN
THOUSAND DOLLARS

INDUSTRY (FAS Vsue) 1991' 1990 989
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MAJOR U.S. IMPORTS FROM GERMANY'
INDUSTRY (Custom. Barn.) r .' THOUSAND DOLLARS SHARE OF TOTAL
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MANUFACTURING'S SHARE OF GROSS NATIONAL PRODUCT

.. *..'

*1, *...*''..

Actual Do13 9r Value 95onsa3t Outpur 1g

to". .90 64I,0".'o Irs Iv te "s .,

-CTUAL04tE 2604 .1- a J5t 5.338 :nt 1530 23593 IJB 3w 40149 52038
CC4422982Cv

T
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'0ONaNl 81a of092r 204% 22.2% 2244% 9% 2 25% 22.15% 224% 25.47% SAft Ef2S 22.58%

AC2t4Lt.ALE 7227. .73 Xj 12374 3 33** 35W. 76 M9 M% 0244*,
Co02l,2 1 4291 349 , * 591 14 e 5. 1 85** 2384* 77a53' 292% 7847% 7244'.

the formdaole statistical proolems of measuring pnces of many serv-
ices are still present 2o the new ( Constant Output't estimates: only a
substantia; research effort over many years holds any promise of over-
coming these statistical problems

Frank de Leeuw. Michael Mohr and Robert P Parker. 'Gross
Product by Industry 1977-86 A Progress Report on improving
the Estimates,' in the SURVEY QF CURRENT PgJJ S.
January. 1991 p 26



MANUFACTURING DECLINE IN THE STATES
SHARE OF GROSS STATE PRODUCT
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MANUFACTURING DECLINE IN THE STATES
SHAFE OF G54OSS STATE PRODUCT
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MANUFACTURING GROWTH AND DECLINE

SHARE OF SHARE OF CHANGESTATEIREGION GSP: 1979 GSP: 1989 IN SHARE
NEW MEXICO 5.57% 6 64%. 19.24%SOUTH DAKOTA 8 46% 9 82%. 16 2D%NORTH DAKOTA 5.30. 6010. 14.49%
MISSISSIPPI 24.42% 27.57. 12.90%
IDAHO 16.98% 1837% 8.20%*UTAH 15.61% 16.47- 5.50%
LOUISIANA 14 97% 1566'. 4.59%
ROCKY MTN 12.90% 13.16% 1.99%
DIST OF COLUMBIA 3.26% 3.32% 1.87%
ARKANSAS 25.39% 2500% - 1.53%
MINNESOTA 21.50% 21.13% -1.75%
WYOMING 3.92% 381% -257%
PLAINS 20.51% 19.76% -3.64%
MISSOURI 23.63% 2269% -3.98%
OKLAHOMA 14 88% 1420% -4.58%
COLORADO 1377% 1312% -4.77%KANSAS 1959%. 18 52% -5.50%
NEBRASKA 14.63% 13.490. -7.80%
SOUTHWEST 16,86%. 1547%, -8.22%
ALABAMA 25.27% 23.18. -8-28%
DELAWARE 31,39% 28.72% -8.50%
CALIFORNIA 1849% 16.89% -8.66%
TEXAS 18.53% 16.86% -9.03%
FLORIDA 11.27% 10.19% -9.53%
IOWA 24 15% 21 68% -10.25%
ARIZONA 1419* 1271** -10.44%
FARWEST 18 72% 16'63% -11.19%
NORTHCAROLINA 3393% 29.96% -11.70%
SOUTHEAST 2223% 1963% -11.72%
ALASKA 5.50% 4.81% -12.53%
TENNESSEE 2750** 2402% -12.66%
KENTUCKY 2714% 23.48% -13.51%
WISCONSIN 3219% 27.69% -13.99%
WASHINGTON 1990% 1675', -15.87%
SOUTH CAROLINA 30 67% 25 67% -16.29%
GEORGIA 2300% 1923', -16.39,
NEWHAMPSHIRE 28.54% 2355% -17.50%
INDIANA 3531% 28,94', -18.06%
UNITED STATES 22.85% .18.70% -18.16%
OREGON 24 01 , 1962%. -18.27%
VIRGiNIA 19 63' 16.04% -18.31%
NEVADA 508', 408% -19.80%
VERMONT 24.72'% 19.740o -20.13%
MAINE 24.24% 19.290, -20.44%
HAWAiI 5 39% 4 25. -21.15%
OHIO 3492'o 27.53'. -21.170
GREATLAKES 32.44o 25.38% -21.75,
MONTANA 989% 771%, -22.07.
WESTVRGINIA 2003% 15590, -22.190
MICHIGAN 36.12', 27,43', -24.05%
ILLINOIS 26.37' 1985' -24.72'.
PENNSYLVANIA 29.08'% 21580 -25.81%
NEWENGLAND 27.06', 2006' -25.87%
MASSACHUSETTS 25.37'% 1874', -26.16'
RHODE ISLAND 2900% 2127'. -2666.
NEW JERSEY 25,77' 18.41* -28.56'.
MIDEAST 2252% 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-
entation. 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
that most of this is done by our own institutions, our own pension
funds.

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.

REPRESENTATIVE 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 modem 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. CHOATE. Yes, Sir.
SENATOR SARBANES. How much of a correlation do you put on that and

how much do you think that it is a factor, as compared with other fac-
tors?



81

MR. CHOATE. 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 churning 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 happen 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 say
to the others that are speculating, if you want to do it you can do it, if it
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, I think, very
profitably to that, and not only to themselves but to society as a whole.

SENATOR SARBANES. I 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.

MR. CHOATE. 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 modem 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 stock 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. BARFIELD. 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 itselfjust 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



83
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. COURTis. 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 play 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 $ov-
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 I 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.



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. BARFIELD. 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. BARFIELD. 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. BARFIELD. Sure. In Japan, you don't have investment in much
military.



SENATOR SARBANES. 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. BARFIELD. 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 prorams. None of those programs actually is working out
very well, and they 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 SARBANES. Maybe, we need both.
MR. BARFIELD. I 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. BARFIELD. 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 rou hly 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 22 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
guess is that the rest of the world was not in a comparable downturn
from 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. BARFIELD. 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 SARBANES. Thank you very much. Senator Bingaman, please
proceed.

SENATOR 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, the 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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MR. 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. COURTIS. Private sector, nonmilitary R&D.
SENATOR BINGAMAN. 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?

MR. 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-
MR. BARFIELD. That was private sector.
MR. COURTIS. Yes, that was private sector.
MR. BARFIELD. 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. COURTIS. I don't have those figures with me. I have the overall
number of engineers and scientists engaged-

MR. BARFIELD. I 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 projectin 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.

SENATOR 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 I 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. COURTIs. 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-1 990s 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. I
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



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.

MR. COURTIs. Senator, I think it is not one policy or another. I watch
things in this country from afar, but I 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 largely 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



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.

SENATOR BINGAMAN. Mr. Choate, did you want to comment on any of
that?

MR. CHOATE. No. I fully agree. Competitiveness is ultimately a pack-
age of measures, and that must be our primary national goal in the
1990s.

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



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 I 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 point 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. BARFIELD. I would like to interject on the trade issue. It may not

be popular here, but I think, as to pragmatic ideolop, 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



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.
We were lucky to have that. It was not because of some uneven playing
field.

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.



SENATOR SARBANES. Eight-tenths of 1 percent?
MR. 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 world which hopefully appears to be changing in the direction
where military power will be 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. I 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 see as you ride into town.

I think that we find ourselves in that position, so I 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. I 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



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.

Small 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. I 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.]

0

69-451 (100)


