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H. B. Atwater, Jr., is currently chairman and chief executive officer of General
Mills. He is a member of the Business Roundtable, the Business Council, and
the International Council of Morgan Guaranty Trust Company.

Robert E. Baldwin is Hilldale Professor of Economics at the University of
Wisconsin-Madison and is a research associate at the National Bureau of
Economic Research. He was chief economist in the Office of the U.S. Trade
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Department of Labor, the United Nations, and the World Bank.
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for the editorial page. He is a vice-president of the Wall Street Journal and a
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Andrew Berg is a graduate student in economics at the Massachusetts Institute
of Technology. He spent a year at the Council of Economic Advisers and has
worked at the Bolivian Ministry of Finance and for the OECD in Senegal and
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is the president of the National-American Wholesale Grocers’ Association, a
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and chairman of its Investment Banking Group Policy Committee. He is a
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ence Board, and the Council on Foreign Relations and a trustee for the Com-
mittee for Economic Development. He was the former chairman of the board
and chief executive officer for the Ford Motor Company.

Geoffrey Carliner is executive director of the National Bureau of Economic
Research. Prior to coming to the NBER, he was a senior staff economist at
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the Council of Economic Advisers working on labor issues and international
trade policy.
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and the International Council of the Morgan Guaranty Company.

Jeffrey A. Frankel is professor of economics at the University of California,
Berkeley, and a research associate of the National Bureau of Economic Re-
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Fund, the Federal Reserve Board, and the World Bank.

Bruce L. Gardner is professor in the Department of Agricultural and Resource
Economics at the University of Maryland. He was the senior staff economist
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1975 and 1977.

Maurice R. Greenberg is president and chief executive officer of American
International Group. He is a member of the President’s Advisory Committee
on Trade Negotiations and vice-chairman of the ASEAN-U.S. Business Ad-
visory Council.

Robert S. Ingersoll is a former U.S. ambassador to Japan and deputy secretary
of state. Prior to his appointment as ambassador, he was chairman and chief
executive officer of Borg-Warner Corporation. He is a member of the Business
Council and the Trilateral Commission.
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Thomas S. Johnson is president of Chemical Bank Corporation with primary
responsibility for managing Chemical’s Capital Markets Group. He is a member
of the Council on Foreign Relations.

Woo-choong Kim is chairman of the Daewoo group based in Korea. He is
currently vice-chairman of the Federation of Korean Industries, the Korea
Traders Association, and the Korea-Japan Economic Association.

Anne O. Krueger is Arts and Science Professor of Economics at Duke Uni-
versity and a research associate of the National Bureau of Economic Research.
Prior to coming to Duke, she was vice-president of economics and research
at the World Bank.

Richard M. Levich is professor of finance and international business and chair-
man of the International Business Program at New York University. He is also
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Robert V. Lindsay is former president of J. P. Morgan & Co. and its principal
subsidiary, Morgan Guaranty Trust Company. He is currently chairman of the
Bank’s International Council. He is also chairman of the Foreign Policy As-
sociation and a member of the Council on Foreign Relations.

Robert E. Lipsey is professor of economics at Queens College and the Graduate
Center of the City University of New York and a research associate of the
National Bureau of Economic Research.

Rachel McCulloch is professor of economics at the University of Wisconsin-
Madison and a research associate of the National Bureau of Economic Re-
search. She is a member of the Advisory Committee of the Institute for In-
ternational Economics and of the Committee on International Relations Studies
with the People’s Republic of China.

Saburoe Okita was former foreign minister of Japan. He is president of Inter-
national University of Japan and chairman of the Institute for Domestic and
International Policy Studies. He is also adviser to the minister of foreign affairs,
the Economic Planning Agency, the Science Technology Agency, and the En-
vironmental Agency.

Lionel H. Olmer has served as under secretary of commerce for international
trade and is currently a partner with the law firm of Paul, Weiss, Rifkind,
Wharton and Garrison. As under secretary, he was head of the International
Trade Administration.

Charles W. Parry is chairman and chief executive officer of the Aluminum
Company of America.

Peter G. Peterson is chairman of the Blackstone Group and chairman of the
board of the Council on Foreign Relations and the Institute for International
Economics. He was former chairman and chief executive officer of Lehman
Brothers and served as secretary of commerce in the Nixon administration.

Charles S. Sanford, Jr., is deputy chairman of Bankers Trust Company. He is
a member of the Conference Board, the Council on Foreign Relations, and the
Brookings Institution.
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John E. Sawyer is currently president of the Andrew W. Melion Foundation.
Prior to going to the Mellon Foundation, he was president of Williams College.

Mario Schimberni is chairman, president, and chief executive officer of Mont-
edison S.p.A. He is a member of the Trilateral Commission, Bilderberg,
InterAction Council, Alpha Alpha, and AEI World Forum.
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assistant director of the Bureau of the Budget, chairman of the Atomic Energy
Commission, director of the CIA, secretary of defense, and secretary of energy.
He is currently counselor to Georgetown University’s Center for Strategic and
International Studies and senior adviser to Shearson Lehman Brothers Inc.

Jesus Silva-Herzog is currently a professor at the University of Mexico and El
Colegio de Mexico. He was formerly finance minister of Mexico.

George J. Vojta is executive vice-president in charge of development and
administration at Bankers Trust Company. He is a member of the Council on
Foreign Relations and the North-South Roundtable.



Contributors

H. B. Atwater, Jr.
Chairman

General Mills, Inc.

P.O. Box 1113
Minneapolis, MN 55440

Robert E. Baldwin
Department of Economics
University of Wisconsin
Madison, W1 53706

Robert L. Bartley
Editor

Wall Street Journal
22 Cortlandt Street
New York, NY 10007

Andrew Berg

National Bureau of Economic
Research

1050 Massachusetts Avenue

Cambridge, MA 02138

John R. Block

President

NAWGA

201 Park Washington Court
Falls Church, VA 22406

P. Daniel Borge
Bankers Trust Company
280 Park Avenue

New York, NY 10017

663

Philip Caldweli

Senior Managing Director
Shearson Lehman Brothers
200 Vesey Street

19th Floor

New York, NY 10285-1900

Geoffrey Carliner

Executive Director

National Bureau of Economic
Research

1050 Massachusetts Avenue

Cambridge, MA 02138

E. Gerald Corrigan

President

Federal Reserve Bank of New York
33 Liberty Street

New York, NY 10045

Rudiger Dornbusch

Department of Economics

Massachusetts Institute of
Technology

E52-357

Cambridge, MA 02139

Sebastian Edwards

Department of Economics

University of California at Los
Angeles

Bunche Hali, Room 8283

405 Hilgard Avenue

Los Angeles, CA 90024



664 Contributors

Barry Eichengreen
Department of Economics
Harvard University
Littauer Center 232
Cambridge, MA 02138

Thomas O. Enders
Salomon Brothers
One New York Plaza
New York, NY 10004

Martin Feldstein

President

National Bureau of Economic
Research

1050 Massachusetts Avenue

Cambridge, MA 02138

Jeffrey A. Frankel
Department of Economics
University of California
250 Barrows Hall
Berkeley, CA 94720

Bruce L. Gardner

Department of Agricultural
Economics

University of Maryland

College Park, MD 20742

Maurice R. Greenberg
Chairman of the Board

American International Group, Inc.

70 Pine Street
New York, NY 10270

Robert S. Ingersoll
Suite 2530

One First National Plaza
Chicago, IL 60603

Thomas S. Johnson
President

Chemical Bank

20 Pine Street

New York, NY 10005

Woo-choong Kim

Chairman and Chief Executive
Officer

Daewoo Group

1120 19th Street, N.W.

Washington, DC

Anne O. Krueger
Department of Economics
Duke University

Durham, NC 27706

Richard M. Levich

Graduate School of Business
Administration

New York University

100 Trinity Place

New York, NY 10006

Robert V. Lindsay

Retired President

Morgan Guaranty Trust Co.
23 Wall Street

New York, NY 10015

Robert E. Lipsey

National Bureau of Economic
Research

269 Mercer Street

8th Floor

New York, NY 10003

Rachel McCulloch
Department of Economics
University of Wisconsin
Madison, WI 53706

Saburo Okita

Chairman

Institute for Domestic and
International Policy Studies

Fukoku Seimei Building

2-2-1. Kasumigaseki

Chiyoda-ku, Tokyo

Japan

Lionel H. Olmer

Paul, Weiss, Rikfind, Wharton and

Garrison
1615 L Street, N.W.
Washington, DC 20036

Charles W. Parry

Chairman and Chief Executive
Officer

Aluminum Company of America

1501 Alcoa Building

Pittsburgh, PA 15219



Contributors

Peter G. Peterson
Chairman

Blackstone Group
375 Park Avenue
Suite 3401

New York, NY 10152

Charles S. Sanford, Jr.
Bankers Trust Company
280 Park Avenue

New York, NY 10017

John E. Sawyer

President

Andrew W. Mellon Foundation
140 East 62d Street

New York, NY 10021

Marioc Schimberni

Chairman and Chief Executive
Officer

Montedison S.p.A.

Foro Bonaparte 31

20121 Milano

Italy

James R. Schlesinger
1800 K Street, N.W.
Suite 400

Washington, DC 20006

Jesus Silva-Herzog
Cerro ve Xico #44
Delegacion
Coyoacan 04310
Mexico, D.S.

George J. Vojta
Bankers Trust Company
280 Park Avenue

New York, NY 10017



This Page Intentionally Left Blank



Author Index

Adams, Walter, 349n.34 Belongia, M. T., 436

Ahamed, L., 61n.30 Berliner, Diane, 322, 325, 349n.40,
Ahearn, Raymond J., 138n.14 350n.45

Aho, C. Michael, 400 Bhagwati, Jagdish, 377

Ajanant, Juanjai, 138n.12 Black, Deborah G., 233, 239, 254n.19,
Akrasanee, Narongchai, 138n.12 255n.23

Alburo, Florian, 103, 138n.8 Black, John, 76

Alexander, Gordon J._, 246 Blejer, M., 14

Aliber, Robert Z., 255n.27 Block, John R., 468-73

Alston, Julian M., 458 Bluestone, Barry, 279

Altshuler, Alan, 338 Boone, Jean, 138n.14

Anderson, Kym, 440, 455 Boothe, Paul, 622n.9

Ando, Albert, 298, 347n.7 Borge, P. Daniel, 264

Anwar, M. Arsjad, 138n.13 Bradley, Bill, 191

Ariff, Mohamed, 138n.10 Brandis, R. Buford, 349n.39
Aronson, Jonathan David, 400 Branson, William, 342

Arpan, Jeffrey S., 328 Brereton, Barbara F., 491
Atwater, H. B., Jr., 76, 460-68, 473, 558  Brock, William, 410

Auerbach, Alan, 298, 347n.7 Burt, Oscar, 458

Avery, Dennis, 455 Butler, Charles, 346

Butz, Earl, 442, 469
Balassa, Bela, 23, 26, 57, 60nn.19, 23,

61n.32, 138nn.6-7 Caldwell, Philip, 74, 75, 35864
Balassa, C., 60n.23 Calvo, G., 59n.4
Baldridge, Malcolm, 411 Cantor, David, 315, 325
Baldwin, Robert E., 79-141, 138n.8, Capra, James, 642
159, 402, 421, 498 Cardoso, Eliana, 169, 192, 193n.7
Barnett, Donald F., 313, 318, 323, Carliner, Geoffrey, 276, 366
347n.13, 349n.35 Carroll, John C., 402
Bartley, Robert, 656, 657 Carvalho, J., 46
Batten, D. S., 436 Cavallo, D., 46
Bautista, Romero M., 138n.8 Caves, Richard E., 498

667



668 Author Index

Chambers, Robert G., 435-36

Chen, Edward K. Y., 138n.4

Choksi, A., 47

Chrystal, K. Alec, 253n.4, 623n.20

Cline, W., 60n.23

Clinton, Kevin, 622n.9

Cohen, Stephen S., 361

Collins, James F., 338

Cooper, lan, 240, 243

Cooper, William H., 138nn.4-7, 569

Corbo, V., 59nn.2, 4

Corrigan, E. Gerald, 76, 213, 257-64,
276

Cox, John C., 254n.21

Crandall, Robert W., 314, 349n.35, 346

Cuddington, J., 61n.30, 40, 46

Deardorff, Alan V., 377

de Hoz, Martinez, 167, 193n.5

de la Torre, José, 328

de Melo, J., 59n.4

Diaz-Alejandro, C. F., 14, 59n.2, 60n.27

Dirlam, Joel, 349n.34

Dixit, P. V., 437

Dooley, Michael, 253, 255n.28, 622n.12

Dornbusch, Rudiger, 61nn.34-36, 75, 76,
161-96, 213, 277, 422, 655, 656

Dorosh, Paul A., 454

Dufey, Gunter, 231-34

Dunmore, John, 438

Dutton, John, 434-36, 439

Edwards, Alejandra Cox, 45, 46, 59,
193n.6

Edwards, Sebastian, 9-64, 71, 74, 146,
193n.6, 422

Eichengreen, Barry, 279-346, 350n.48,
354, 365

Elliott, Kimberly Ann, 322, 325, 349n.40,
350n.4

Enders, Thomas, 64-68, 73-74, 77, 213—
14, 421, 557

Eun, Cheol So, 246

Evans, P. B., 61n.37

Fama, Eugene F., 254n.20

Favaro, E., 46

Feenstra, Robert, 327

Fei, John C. H., 138n.7

Feketekuty, Geza, 378

Feldman, Robert Alan, 245-47, 255n.29

Feldstein, Martin, 1-8, 192, 213, 253,
276, 359-60, 363, 458, 556, 622, 634,
655, 657

Ferguson, Ronald, 337

Figlewski, Stephen, 254n.12

Fischer, Stanley, 176, 192

Frank, Charles R., Jr., 138n.6

Frankel, Jeffrey A., 329, 552, 556, 559—
626, 655

Fraser, Donald K., 246

Frenkel, Jacob A., 255nn.27-28

Friedman, Martin, 607

Friedman, Milton, 192

Froot, Ken, 622

Furtado, C., 44, 559nn.2-3 -

Fuss, Melvyn, 311

Galston, W. A., 434

Gardiner, W. H., 437

Gardner, Bruce L., 423-60, 469, 470, 474

Gerschenkron, Alexander, 280, 346n.1

Giddy, lan, 231-34, 254n.14, 273

Golub, Stephen, 623n.23

Gomez-Ibanez, José, 302

Gonzales, Ernesto, 623n.22

Gould, David, 59

Grabbe, J. Orlin, 254n.10

Graham, Frank, 403

Greenberg, H., 635

Greenberg, Maurice R., 74, 407-13, 421,
422

Grennes, T. J., 434-36, 439

Grossman, Gene M., 319, 325

Haddad, C., 46

Hale, David, 649

Haley, S. L., 438

Hamilton, Carl, 346

Hanson, J., 59n.4

Hardt, John P., 138n.14

Harrison, Bennett, 279

Harrison, David, 302

Haves, James, 543

Hekman, Christine, 254n.14

Hicks, David, 622

Hillman, Arye, 59

Hilton, R. Spencer, 126

Ho, Yin Ping, 138n.4

Hogan, William, 347n.6

Hong, Wontack 138n.6

Hood, Neil, 489, 502

Hufbauer, Gary Clyde, 322, 325, 349n.40,
350n.45

Ingersoll, Robert S., 75, 141-51, 160,
363~64, 366, 558

Insel, Barbara, 434

Isard, Peter, 255n.28, 622n.12



669 Author Index

Jayawardena, Lal, 632

Johnson, P. R., 434-36

Johnson, Simon, 192

Johnson, Thomas S., 76, 192, 196-201,
213, 421

Johnston, B. F., 433

Jones, C. D., 60n.23

Just, R. E., 435-36

Kalt, Joseph P., 332-33, 346

Karison, Stephen H., 318, 349n.34

Katz, Harry, 340

Keeling B., 300

Kenen, Peter, 622

Kidwell, David S., 246

Kim, Woo-choong, 15260, 162

Kindleberger, Charles, 647

Kiyoshi Kawahito, 298, 302, 349n.36

Kraft, J., 169

Krause, Lawrence B., 123, 378

Kravis, Irving B., 402, 492

Kreinen, Mordechai, 279, 302, 348n.22

Kreiner, Irene 1., 254n.16

Krishna, Kala, 346

Krissoff, B., 438

Krueger, Alan, 305

Krueger, Anne O., 14, 43, 201-13, 364,
473-74, 655

Krugman, Paul, 295, 29798

Kuo, Shirley W., 138n.7

Kvasnicka, Joseph G., 253n.4

Ladd, Helen, 337

Lappe, Frances Moore, 461

Lawrence, Colin, 307

Lawrence, Robert, 307

Leamer, E. E., 30n.15, 59n.9

Leonard, James H., 338

Lessard, D., 193n.12

Lever, Lord, 191

Levich, Richard M., 215-53, 253n.2,
255nn.27-28, 265, 543, 554-55, 622

Levy, S., 193n.7

Liang, Chung-ing, H., 138n.7

Liang, Kuo-shu, 138n.7

Lim, Chee-peng, 138n.10

Lin, Tzong-biau, 138n.4

Lin, William, 446

Lindert, Peter, 346

Lindsey, Robert V., 550-57

Lipsey, Robert E., 402, 475-545, 550-51

Lodge, George, 360

Longmire, James, 438

Longworth, David, 622n.9
Love, James P., 342, 346

MacArthur, Alan, 622
McCulloch, Rachel, 367-402, 557
Mahajan, Arvind, 246

Marr, M. Wayne, 246

Marsden, David, 350n.49

Martin, Randoiph, 322

Maskus, Keith E., 498

Mathia, G., 433, 434

Melichar, E., 458

Mellor, J. W., 433

Meltzer, A., 192

Michaely, M., 47

Michiya Matsukawa, 555

Miller, Merton H., 254nn.9, 20
Mills, R. H., 192n.1

Mok, Victor, 138n.4

Molinari, Linda, 543

Moscheni, Marinella, 543
Meuller, Hans, 298, 302, 346, 349n.36

Nam, Chong-hyun, 138n.6
Neiheisel, Gary L., 338

Ng, F., 61n.33

Niksch, Larry A., 138nn.8, 10, 12
Nogues, J., 40-42, 46, 60nn.23, 25

Obey, David, 193n.16

O’Boyle, Thomas F., 279

Olechowski, A., 40-42, 60nn.23, 25

Olmer, Lionel H., 366, 413-20, 557, 635,
655

Orden, David, 435-37

Oswald, Andrew, 306

Overton, E., 433, 434

Papageorgiou, D., 47

Parry, Charles W., 35458, 365-66, 420,
558, 655

Pearson, S. R., 454

Pelzman, Joseph, 322

Peterson, Peter G., 73, 474, 558, 633-44,
655

Pfefferman, G., 61n.30

Pinera, J., 61n.38

Pitt, Mark M., 138n.13

Prebisch R., 43

Ramos, J., 193n.6
Ranis, Gustav, 138n.7
Reboul, Jean, 254n.8
Regan, Donald, 411



670 Author Index

Reynolds, Alan, 656
Richardson, J. David, 402, 543
Roberts, Bee-yan, 138n.5
Robinson, Jim, 193n.16
Rodriguez-Mendoza, M., 60
Rosendale, Phillis, 138n.13
Rostenkowski, Dan, 411
Rubenstein, Mark, 254n.21
Rungkasiri, Lulapa, 253

Saburo Okita, 74, 160, 363, 627-33, 656

Sampson, Gary P, 377

Sanchez, Rolando, 59

Sandor, Richard 254n.6

Sanford, Charles S., Jr., 264-77

Sarbanes, Paul, 193n.16

Sawyer, Jack, 474

Saxonhouse, Gary, 347n.7

Schenk, W., 348n.30

Schimberni, Mario, 557

Schive, Chi, 138n.7

Schiesinger, James R., 365-66, 473, 639,
644-54

Schorsch, Louis, 313, 318, 323, 347n.13,
349n.41

Schuh, G. Edward, 435, 437

Schumpeter, Joseph, 279

Schupbach, Rosa, 543

Scott, Bruce, 360

Sengupta, Arjun, 632

Shepherd, Geoffrey, 103, 138n.8

Silva-Herzog, Jesus, 69-77

Smith, Adam, 413

Snape, Richard H., 377

Sommariva, Andrea, 253n.2

Spiler, P., 46

Stalson, Helena, 395, 402
Stein, Herbert, 635

Stern, Robert M., 59n.9, 498
Summers, Lawrence, 305

Tatom, J. A., 436

Thatcher, Margaret, 572

Thomas, V., 61n.27

Thurow, Lester, 629

Torre, José de la, 328

Toyne, Brian, 328, 348n.27, 350n.50
Trimble, John L., 246

Tsao, James T. H., 325

Tyers, Rod, 440, 455

van der Ven, Hans, 323, 350n.48
Vernon, Raymond, 346n.1

Vojta, George, 74, 264-77, 365, 558
Volcker, Paul, 584

Watkins, A. J., 434

Waverman, Leonard, 311

White, T. K., 433, 434

Wilkins, Mira, 480

Williams, J. H., 644

Williamson, J., 193n.12

Winters, L. A., 40—-42, 60nn.23, 25
Wong, Kum-poh, 138n.5

Yeutter, Clayton, 410
Young, Stephen, 489, 502
Yue, Chia-siou, 138n.5

Zysman, John, 361



Subject Index

Accelerated cost recovery system
(ACRS), 605

Accounting, globalization of, 374-80

Acreage reduction programs, U.S., 444—
46

ADCs. See Advanced developing
countries

Adjustment assistance, 328

Advanced developing countries (ADCs):
category of imports from, 137; export-
oriented economic policies, 136;
investment and savings rate, 85; per
capita income, 84; trade and
development policies of, 89—102. See
also Developing countries; specific
country

Advertising: multinational firms
advantage in, 497-98; rapid U.S.
growth, 387

Affiliates, foreign, 391; export
orientation, 499; majority-owned sales,
502, 527-29; ownership of, 501; sales to
host countries, 498; service sectors
and, 374, 378, 401; in U.S., 505-7

Afghanistan, debt ratios, 163

Africa: debt-GDP ratios, 163; debt
service, 164-65; food export declines,
435; food productivity in, 464; grain
imports, 432-33; Gross National
Product growth, 434; increase in
official credit, 164; sub-Saharan
countries, 204. See also specific
country

671

Aggregate money supply (M1), U.S,,
603 -4; food exports and, 436; as
misleading statistic, 656

Agriculture: dramatic reversal in world
trade, 460-68; exchange rate
overvaluation and, 435; food subsidies,
193n.9; global labor force, 389; global
policies, 439—42; international
competition in, 423-74; as labor-
intensive, 463; liberalization of trade
issues, 454-55; macroeconomic
variables, 435-37; output per capita
indexes, 431-32, 441; production by
major sector, 390; real price trends,
431; technology transfer, 471; total
factor productivity index, 428-29;
world food demand, 431-35; world
output, 423, 425-431. See also
Agriculture, U.S.; Commodity
markets; specific products

Agriculture, U.S: Agriculture and Food
Act (1981), 446; CCC price support
programs, 448-52; competitiveness of,
428-31, 466; consumer boycotts, 462;
efficiency of, 430; elasticity of demand
for, 437; embargoes (1973-80), 451-
52; employment in, 382, 389; exports
of, 5, 123, 424, 437—-41; farm lobby,
465; farm support policy, 442-55, 469-
70, 607; financial policies and, 435-37;
Food Security Act (1985), 447-50;
foreign investment in, 518; GATT
issues, 451-55; government-assisted



672 Subject Index

Agriculture, U.S. (continued)
exports (1956—85), 452; Gramm-
Rudman-Hollings legislation and, 447;
market incentives, 467; multinational
export share, 496; PIK program, 425,
443; productivity decline, 428; P. L.
480 program, 452; tariffs, 453, See also
U.S. Department of Agriculture;
specific commodities

Agriculture and Food Act (1981), 446

AIG Company, 407

Air transport, regulation of, 402n.1

ALADI, 46

Alcoa, 354-58, 365

Allied Irish Banks, 556

All-Savers’ Certificates, 604

Aluminum industry, 354-58, 365, 420

American depositary receipt (ADR)
accounts, 555

American Express Bank Review, 599

American Soybean Association, 451

Amortization, 164

Andean Pact, 14, 52, 74, 501

Antidumping laws, 41, 159, 322-23

Antitrust laws, 274

Apparel industry, U.S.: female labor
force and, 305; foreign competition in,
279-366; global production changes
(1974-83), 290; government policies
and, 295-99; imports of, 137; product
cycle, 293-95; regional location of,
334, stability of, 282

Apple Company, 75

APR countries. See Asian Pacific Rim
countries

Arbitrage, 245

Argentina: Austral Plan, 65-66, 68;
capital flight (1978-82), 168, 188;
current accounts deficits, 581; cut in
grain export tax, 425; debt
mismanagement, 65, 167168, 181,
192; devaluation schedules, 48; dollar
value and, 439; economic reforms, 14,
44-45, 65-66, 68; exports to industrial
nations, 42; food export markets, 17,
435, 440, 466, imports, 16, 21, 25-26,
31, 33; inflation rates in, 175; massive
reforms, 14; monetary and fiscal
policies, 48; multiple exchange rates,
51; overvaluation, 167; per capita debt
figures, 165; protectionism in, 42, 45;
real exchange rate, 167; relaxation of

capital controls in, 48; trade surpluses,
19; value of exports, 15, 33-43. See
also Latin America; Southern Cone
countries

Artificial intelligence, 267

ASEAN. See Association of Southeast
Asian Nations

Asia, 160; agricultural imports, 434,
debt-GDP ratios, 163; farm economy,
461; GNP growth (1980-85), 435; grain
imports, 43233, 440; increased price
incentives in, 434; interest as fraction
of GDP, 164-65; Latin American
exports, 37; purchases of U.S.
Treasury securities, 512; U.S. bank
loans to, 513. See also Asian Pacific
Rim countries; Developing countries;
specific nations

Asian Development Bank, 633

Asian Pacific Rim (APR) countries: basic
economic indicators, 82; commodity
structure of, 87; debt service of, 85,
87; development policy, 89—116; direct
investment in, 130-32; distribution of
exports, 130; diversity among, 83-85;
economic performance of, 80-88;
export product mix, 137; export rates,
86, 129, 153; factor-intensity
breakdowns of exports to, 126; FDI in,
130-32, 134-35; GDP growth rates,
81, 86; GNP, 80-81, 143; import rates,
86; investments in U.S., 590,
merchandise trade of, 88; natural
resources of, 155, 158; NICs, 143;
population, 143; outputs and imports,
81; per capita income, 81, 143;
population of, 80, 143; RRCs in, 84;
savings rates, 83; U.S. exports to, 4,
120-22, 124-25; U.S. imports from,
124-25; U.S. investments in, 13435,
152; U.S. market competition, 116-28.
See also specific countries

Association of American Iron and Steel
Engineers, 315

Association of Southeast Asian Nations
(ASEAN): establishment of, 104;
export shares, 104; natural resources,
155, 158; RRCs in, 84; stake in
services, 411. See also Asian Pacific
Rim countries

Australia: dollar value and, 439; exports
from APR countries, 129; exports to
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APR countries, 80, 119-23; grain
export-imports, 440—41; imports from
APR countries, 129; natural resources,
155; open financial markets, 574;
output of, 142; per capita income, 143;
trade with U.S., 147; wheat prices, 429

Austral Plan, 65-66, 68

Automobiles. See Motor vehicles and
parts industries

Baker Plan, 65, 197

Balance of payments, Japanese, 627

Balance of payments, LDCs, 202; debt-
equity swaps, 187; multilateral
approach to, 198. See also Debt crisis,
global; specific nations

Balance of payments, U.S.: APR nations
and, 137, 148; capital account deficit
(1960s), 561-66; capital inflows (1980—
85), 585-95; economic policy and, 652;
flexible exchange rates and, 633; 1946
85, 562-65; 1970-86, 147; omnibus
plan for, 157-58; statistical
discrepancy in, 620; surplus, 561; as
trade problem, 566. See also Budget
deficit, U.S.; Current account, U.S.;
Trade deficit, U.S.

Banco Central do Brasil, 186

Bangladesh, debt ratios, 163

Bank for International Settlements (BIS),
171, 181, 221, 257, 628

Banking industry, 219-23, 394; capital-
reserve surpluses, 197; central. See
Central banks; commercial, 215, 554,
debt-equity swaps, 185-88; debt
quality and, 179-82; deregulation,
264-65, 569; double standards in, 76;
Eurocurrency markets and, 219-22;
failures, 175; FDI, in U.S., 589-91;
FDIC and, 264-65; financial
innovations risks, 248; foreign
exchange market, 219--22; foreign
lending by, 180, 511, 514, 542; IBFs,
222, 585, 588; insurance reform for,
270-72; Japanese and, 421, 573, 628;
lending boom, 1979-81, 171; loan
discount rate, 579; location, 577;
muiltilateral lending, 201, offshore, 262,
574, 576; regulation, 220, 271-72;
securitization and, 223-25, 273;
underwriting losses, 67, 180, 273-74;

U.S. vs. European, 181, 265. See also
Capital markets, global; Financial
services industry

Barley, price supports, 446

Basic industries, U.S.: commodity
market integration, 298-99; defined,
281; diversification in, 340-41;
earnings differentials, 303-5;
economies of scale changes, 355;
employment trends, 344-45; energy
prices, 319; future prospects, 341-42;
government policies and, 295-99;
hourly earnings, 303; import
penetration (1973-85), 283-84;
industrial policies and, 327-38; joint
ventures, 339-40; labor vs. capital-
intensive, 293-94; labor
competitiveness of, 302—12; lagging
domestic demand, 299-302;
macroeconomic policies and, 329-30,
354; new product development, 337—
39; overcapacity, 355-56; pollution
abatement programs, 330-33; process
innovations, 355; product cycle, 293—
95; production costs, 314—19; regional
location of, 333-37; share of
manufacturing investment, 312-14;
supply competition, 287-99;
technology transfer, 359; trade policies
and, 319-27; trends in, 281-87. See
also specific industry

Basle Concordant, 221, 260

Beef: competition for markets, 470,
supply-demand equations, 440—~41

Belgium, textile industry, 297

Bid-ask spread, 569

Bilateral trade negotiations. See specific
nations

Birth rate, U.S_, 641

BIS. Se¢e Bank for International
Settlements

Black-Scholes option-pricing model, 233

Bolivia: debt-GDP ratio, 165; exports,
17; imports from industrialized
countries, 16, 23, 25, 33; imports to
GDP ratio, 20; openness index, 19

Bond markets: denominated in dollars,
582; direct investor purchase of, 592,
futures trading, 229; international
(1982-86), 570-71; LCDs, 193n.10;
rate differentials, 596-97; secondary
markets, 579; swap-driven issues, 230;



674 Subject Index

Bond markets (continued)
value of-GDP ratio, 223-24; World
Bank call provisions, 580-81; yen-
dominated issues in, 571, 573, 629. See
also Capital markets, global;
Eurobonds; U.S. Department of the
Treasury

Bonds, U.S.: defaults, 485; Euromarket-
issued, 223, 583, 623nn.19, 22; FDI
earnings vs., 556; foreign purchases of,
223,°511—13, 539, 588-92, 620; interest
paid to foreigners, 577; vs. nondollar
rates, 598-600; zero-coupon, 234-35,
569. See also U.S. Department of the
Treasury

Botswana, food production decline, 434

Bradley Plan, 65-66, 191, 212-13

Brandt Commission (1980), 425

Brazil: auto production, 287, 295; bonds,
579; budget crisis, 64, 66, 163, 167,
169, 178, 181-82; economic changes
in, 71, 361; exports of, 15, 17, 33-43,
435, 440, 464, 466, FDI in, 52-54;
government bonds of, 186; imports of,
16, 21, 25, 27, 31; inflation rates in,
175; macroeconomic indicators, 179;
protectionism in, 42; real exchange
rate, 48-51, 167; steel industry, 294;
telecommunications exclusions, 398;
trade surpluses, 19

Bretton Woods system, 561, 566, 646—47

British Gas, 555

British Telecom, 555

Brokerage fees, 569

Brunei, trade with United States, 147

Budget deficit, LDCs, 161-214. See also
specific nation

Budget deficit, U.S., 2, 611, 613-20;
basic industry decline and, 354; change
in, 475; debt service costs and, 607,
634-35; entitlement programs and,
639-40; Eurobonds and, 592; external
debt, 196-201, 511; food imports and,
434-35; foreign exchange earnings
and, 615; foreign policy and, 636-37;
Gramm-Rudman-Hollings and, 200;
1914-19, 480-81; 1986, 614; private
savings and, 607, 610; third world
growth and, 467, true net
indebtedness, 620. See also Current
account, U.S.; Debt crisis, global,
Trade deficit, U.S.

Building services, 387

Bureau of Labor Statistics, services
defined, 403n.19

Burma, per capita income, 143

Business cycle, basic industries and, 300,
343

Business plant/equipment investment,
U.S.-Japan (1970-81), 641

Business services sector, U.S.: current
account (1977-86), 372, 416—17;
defined, 402n.3, 403n.18; employment,
380-83, 386—87; foreign markets, 374—
80; information-based, 265-68, 368,
375-80, 414; major industries, 387;
trade by component, 373; trade
decline, 408-9

Business Week, 552

California: automobile production, 339;
steel industry employment, 335

Cameroon, food production decline, 434

Canada: corn tariff, 453; dollar value
and, 439, 570-71; exports to APR
countries, 80, 116—28; grain exports
share, 441; imports, 129, 440-41;
investments in U.S., 512, 552, 589,
labor force by industry, 389; metal
fabrication in, 287; minimills, 318
motor vehicle industry, 287; open
financial markets, 572; production by
major sector, 390; services
negotiations, 400, 421; U.S. FDI in,
480, 483; wheat prices, 429

Capital account, U.S., 510; banking
transactions, 592; inflows (1980-85),
585-95; private capital on net, 568;
securities liabilities, 592; surplus in,
620. See also Current account, U.S.

Capital flight, LDCs and, 168, 18889,
192, 202, 219; real interest rates and,
176

Capital International Perspective, 600

Capital markets, global, 6-8, 188, 201,
371, 559-60, 644; barriers, 242-44;
capital-exporting nations, 628-29; debt
and, 202, 219; dollar decline and, 4;
economies of scale, 569; equity inflows
into U.S., 552; expected rates of
return, 568, 596—602; financial
innovations in, 215-53; foreign vs.
domestic holdings, 572; government
controls on, 571-74, 582; imperfect,
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241-42; information technology effects
on, 265-70; integration of, 407; Latin
America and, 65, 75-76; official, see
Foreign aid; offshore, 262, 509, 511,
556, 574, 582; open, 572; perfect, 240—
44, regulatory arbitrage, 251; safe
haven hypothesis, 577-82, 596-97;
securitization of, 592; trade deficit and,
559; transaction costs, 245, 569-71;
U.S. transactions, 200, 475, 480, 486—
87, 552, 534-38, 56068, 585-95;
World War II effects, 487; worldwide
liquidity growth, 199. See also Banking
industry; Bond markets; Financial
services industry; Interest rates;
Loans; specific instruments

Caribbean: banking in, 262, 509, 511,
582, 585; GDP, 81; purchases of U.S.
Treasury securities, 512; sugar
dumping by, 470

Cartegena Agreement, 52

Cartelization, service activities, 402n.1

Carter administration: Carter bonds,
582-83; trade deficits, 567

Cedel systems, 233

Central America, 14; GDP, 81;
investments in U.S., 589; U.S.
interests in, 73. See also Latin
America; specific countries

Central American Common Market, 14

Central banks, 566; Basle meetings, 221,
260; dollar reserves, 592-95; U.S.
fiscal policy and, 658. See also
Banking industry; Eurocurrency
market; Financial services industry;
Foreign exchange market

CEPAL/ECLA projections, 56

Cereals. See Grain

Certificates of deposit (CDs), 573

Certificates on automobile receivables
(CARS), 233

Chase Manhattan Bank, 556

Checking accounts, interest on, 604

Chemical industry: global distribution of
exports, 522-25; U.S. multinational
export shares, 496

Chicago Mercantile Exchange (CME),
246

Chicken, supply-demand equations, 440

Chile: cost of debt, 68; deals with
creditors, 65; debt-GDP ratio, 165;
debt mismanagement, 168-69;

economic reforms, 14, 44—45, 48, 168;
exports, 17; imports, 16, 21, 23, 25,
27, 31, 33; Mining Law (1979), 61n.36;
multiple exchange rates, 51; new
money, 65; non-oil exports, 68;
overvaluation, 167; per capita debt
figures, 165; protectionism in, 43, 45;
real exchange rate, 48-51, 167,
relaxation of capital controls in, 48;
trade surpluses, 19; wage indexation
in, 48. See also Latin America;
Southern Cone countries

China: agricultural output, 142, 425, 428;
economy of, 84-85, 141-42, 152;
exports, 117, 137; foreign investment,
146; Hong Kong exports and, 92;
imports, 117, 322; industrial sector
and, 150, 158; investment and savings
rate, 85; merchandise trade, 115;
modernization reforms, 115: natural
resources, 155, 158; per capita income,
85, 143; production incentives in, 5;
rate of growth, 144; Special Export
Zones, 115; steel industry, 294; trade
and development policies, 115-16;
trends in production, 284; U.K.
agreement, 92; U.S. exports to, 16—
18, 147, 440, 470

CHIPS, 271

Chrysler Corporation, 307, 328, 364

Clark Air Force Base, 105—-6

Club of Rome, 213, 46061, 656

Coalition of Service Industries, 410

Coffee, boom in trade, 61n.27

Colombia: exports, 14, 16; illegal drug
trade in, 61n.27; imports of, 16, 22, 25,
28, 31, 44; multiple exchange rates, 51,
nontariff barriers, 45; protectionism in,
43-45

Commerce Department. See U.S.
Department of Commerce

Commercial bank creditors. See Banking
industry; Debt crisis, global; Loans

Commercial paper market, 237-39;
banking and, 264-65; bridges, 555

Commodity Credit Corporation (CCC):
disposal of stocks, 448, 452; loan rate,
44243, 446; price support cuts, 450

Commodity Futures Trading
Commission, 239

Commodity markets: agricultural, U.S.,
423-74; APR countries and, 87, 136;
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Commodity markets (continued)
categories of, 30-31; dramatic
reversals in, 460-68; export price
comparisons, 429-31; global
integration of, 298; liberalization of,
441; price shocks and, 436; rapid
demand growth categories, 123;
relative factor-price differences model,
126-28; speculation in, 431; stagnated
prices, 632—-33; supply-demand
equations, 440—-41; surplus disposal
programs, 448, 452; U.S. price
policies, 448; U.S. trade share, 440;
world output trends, 425-26. See also
specific products, sectors

Common markets: Central American, 14.

See also European Economic
Community

Communications Workers of America,
402n.4

Communication technologies. See
Telecommunications

Comparative advantage theory, 60n.17,
403n.15; capital flows and, 645;
national boundaries and, 507; service
sectors and, 379-80; swaps and, 235—
37; U.S.-APR countries and, 128

Competition, international, 153; constant
market share criterion, 59n.9;
indicators of, 55, 430, 493-502; labor
cost differentials and, 308—12; new
financial instruments and, 250-51;
theories of, 361; U.S. decline and,
428-31. See also specific sectors

Computer software, 414; market access,
373; proprietary, 376

Conditional import authorizations, 41

Construction industry: foreign affiliate
jobs in U.S., 506-8; market access,
373

Consulting services, 387

Consumer(s), U.S., 559; demand
expansion, 198; income and food
prices, 431, 433, 462, 465

Consumer credit reporting, 387

Consumer Price Index (CPI), real wages
and, 342

Contracts: cross-border regulation,
254n.22; futures market and, 239;
option-like features, 233-34;
replicating porfolio approach, 239

Copyright protections, 403n.8

Corn, 430-31; export-exchange rate
relation, 435; price support programs,
442-51;

Corporate bonds: domestic U.S. vs.
Eurodollar rates, 585, 596-97; foreign
vs. domestic holdings (1984), 572. See
also Bond markets; Eurobonds

Corporations, U.S.: capital costs for,
685, collaboration agreements, 546—-47;
competitiveness of, 491-502; foreign
affiliates, see Affiliates, foreign; foreign
borrowing by, 225, 560, 572, 583, 585,
596-97; FDI and, 480, 502-10;
innovative, 475; internationalization of,
488-502; raids on, 651-52;
securitization and, 225; stock market
values, 227, tax policy and investment,
604—05. See also Basic industries,
U.S.; Corporate bonds; Multinational
firms

Costa Rica: debt crisis, 466; exports, 17;
imports of, 16, 22, 25; imports-to-GDP
ratio, 20; openness index, 19

Cotton, price supports, 446—47

Countervailing duties, 41, 159

Credit, 415; consumer reports, 266, 387;
new sources of, 215-18; rationing,
171; U.S. banks, 513—14. See also
Capital markets, global; Financial
services industry; Loans

Crops. See Agriculture; Commodity
markets

Cruzado Price Freeze Plan, 65, 68

Culture, comparative, 154

Currency: devaluation as source of
inflation, 176; dual issues, 569; foreign
liabilities, 583; forward exchange
markets, 583; options, 215;
overvaluation, 166—69; ranking of, 571;
swaps, 215, 230-31, 233, 236-37, 240,
583. See also Eurocurrency market;
Foreign exchange market; specific
currency

Current account, LDCs, 18-19, 161-214.
See also specific country

Current account, U.S., 614; basic
industry decline and, 333-37; bonds
vs. FDI, 556; component parts, 416—
17; deficits, 567; dollar depreciation
and, 621; 1946-85, 562-65, 567; in
1980s, 611, 613-20; as shares of GNP,
601; surpluses (1973-76), 567. See also
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Budget deficit, U.S.; Trade deficit, 21, 574, 577. See also Banking

U.S. industry

Depreciation allowances (ACRS), 605

Dereguiation, banking, 76, 215, 220--21,
271-72, 569

Deutsche mark, 557; Carter bonds and,
583; synthetic securities, 237-39;
trading in, 570-71

Developed countries. See specific
country

Developing countries: affiliate sales, 502;

Dairy products: price supports, 447,
supply-demand equations, 44041

Data processing services, 374-80, 387

Data Resources, 600

Debt crisis, global, 64-68, 423, 577, 597;
agriculture and, 465-68; APR
countries and, 84—85, 87; Baker Plan,
65, 197; bank write-offs, 67, 273-74;

Bradley Plan, 65-66; budget problems
and, 165-66, 174--76; case-by-case
approach, 196-97; commercial vs.
concessional, 165; debt-equity swaps,
76, 185-88; debt service fatigue, 72,
172-78; declining cost of, 67—-68;
defaults, 66, 201, 249-50, 485-86, 577,
579--82; dollar and, 165, 173-74;
export unit value and, 162;
international cooperation, 259; Latin
American, 14, 26, 57, 64—68; LDCs,
161-214; major problem debtors, 165—
66; market price of problem debt
(1986), 181; overview of, 161-66, 202—

agricultural export demand, 423;
agricultural output, 425-26, 432;
capital flow needs of, 632; dollar and,
439, 593-95; export performance of,
129, 137; food import increases, 431—
35; GATT service sector talks, 400;
inadequate policy reforms, 205;
investment incentives, 201; labor
advantage, 341, 404n.24; metals
production, 284-85; NTBs in, 41-43,
46; real exchange rate, 61n.30; real
income per capita, 433; U.S. import
share, 118-19. See also Debt crisis,
global; specific country, region

4; political approach to, 190-92;
savings-investments imbalances, 198—
99; scale variables, 162; servicing
problems, see Interest payments; share
of long-term debt in total, 163;
solutions to, 184-92; trade credits and,
213; transfer problem and, 172--78;
U.S. debt relaxation, 196-201;
Western nations’ debt-GDP ratios, 163,

Diet for a Small Planet (Lappe), 461

Discretionary import authorizations, 41

Displaced workers, 150-51

Distribution: employment changes and,
386-87; market access, 373. See also
Transport industry; specific country,
product

Diversification, 340—41

Dollar: appreciation of, 423, 599; basic

world economy downturn and, 169-70.
See also Budget deficit, U.S.

Debt service. See Interest payments
Defense spending, U.S., 7; budget crisis

and, 637; current account and, 562-63;

decline in, 650-51; Vietnam War and,
566

Deficits, fiscal. See Budget deficit, U.S.;

Debt crisis, global
Deindustrialization, of American
economy, 374
Demander-located services, 377
Department of Trade, U.S., 411
Deposits, 574; ADR accounts, 555;
foreign vs. domestic holdings (1984),
572; insurance, 220, 271-72, 275;
offshore, 253n.4, 262, 509, 511, 556,
582, 585; reserve requirements, 220—

industry competition and, 354; bond
rates and, 596-97; Bretton Woods
system and, 561, 566, 646-47;
commercial paper rate and, 237,
current account and, 621; depreciation
of, 2, 165, 567-68, 593, 599-600;
devalued, 566; European shortage,
561; exchange risk, 582-83; food
exports and, 435-39; foreign direct
investment in U.S. and, 7; foreign
reserves of, 561, 566, 584-85, 592-95;
FRB trade-weighted index, 1, 436, 438;
inflation and, 185; market export
competitors and, 439, 649; national
security and, 651; real exchange rates
and, 48-52; speculation in, 566;
standard, 561, 566; trade deficit and,
359-60, 615; transactions balances, 57;
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Dollar (continued)
yen and, 149, 573-74. See also
Exchange rates; Eurocurrency market
Domestic International Sales Corporation
(DISC), GATT and, 405n.33
Dominican Republic: exports, 17;
imports, 16; multiple exchange rates, 51
Dreams, Inc., 186
Drugs, illegal trade in, 61n.27
Dumping practices, 10, 41, 159, 322-23
Dutch trading houses, 112
Duties, NTBs, 41

East Asia: access to markets, 81, 154; as
competitor, 142; description of region,
142—-44; economic policy, 151-52;
export dependence of, 144; foreign
investment, 146; GNP, 143; industrial
development, 150, 154; Japan as model
for, 149; output of, 142; per capita
income, 143; trade deficit with U.S.,
141, 147-50. See also Asian Pacific
Rim countries; specific nations

Eastern Europe: CAME, 30; capitalism
and, 152; farm economy of, 461; grain
imports, 433; labor force by industry,
389

ECLA. See Economic Commission for
Latin America, U.N.

Econometric techniques, 611

Economic Commission for Latin
America (ECLA), U.N., 14, 29-30,
56, 71

Economic Outlook (OECD), 600

Economies of scale, trade flow and, 380

Economist Financial Report, The, 599~
600, 628

Ecuador: exports, 15, 17, 33-34;
imports, 16, 20, 22, 25, 33; multiple
exchange rates, 51

Education, foreign revenues, 395

EEC. See European Economic
Community

Efficiency, numerical indicator
limitations, 430

Elasticity of demand, U.S. food exports,
437

Electrical machinery industry, 496-97,
522-25

Electric power, capital needs, 654. See
also Energy costs

Electronics industry, collaboration
agreements, 546—47

El Salvador: imports, 23, 25, 31, 33; real
exchange rate, 48-51

Employment, 174; agencies, 387,
agricultural, 382; basic industry trends,
279, 28283, 333-37; benefits, 388;
displaced workers, 150-51; foreign
affiliates by industry, 532; by foreign-
owned firms, 490-91, 505-7, 516;
long-term shifts, 386-88;
nonagricultural payrolls, 380-83;
regression analysis and, 342-46;
sectoral, 380—-84; service sector, 367—
402, 403n.7, 413-14; wage freezes, 175

EMS. See European monetary system

Energy costs, 343; basic industries and,
319; Japanese energy conservation,
629. See also Oil crisis shocks

England. See United Kingdom

Entitlement programs, U.S., 639-40

Environmental regulations, 425. See also
specific industry, regulation

Equities. See Stock markets

Eurobonds, 216, 238, 577; bond rates,
592, 596-97; bonds swaps, 230, 238;
Cedel system, 233; dimensions of,
222-23; Euro-clear system, 233; Euro-
DM bond, 238; futures contracts, 228;
grey market, 233; 1982—-86, 570-73;
rates, 592, 596-97; risks of, 250;
swaps, 230, 238. See also Euro-
currency market; Eurodollar market

Eurocurrency market, 569, 577,
commercial paper, 215-16, 569;
foreign exchange and, 219-22; genesis
of, 220, 566, 582; higher interest rates
and, 576-77; 197386, 221; risk of
default in, 577-82; as source of global
instability, 221. See also Exchange
rates

Eurodollar market, 220-22, 570-73, 577;
futures contracts, 228; rates, 596-97;
swaps, 238

Euromarkets. See Eurcbonds;
Eurocurrency market

European Economic Community (EEC):
APR countries and, 80, 116—29; bank
write-offs, 67; basic industries, 297,
354, 359; Common’ Agricultural
Program (CAP), 466, 474; currency
markets. See Eurocurrency market;
debt-GDP ratios, 163, 165; dollar value
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effects, 439; EEP, 44850, 453; EMS,
253; export shares, 92; export
subsidies, 5, 438, 469, 473; footwear
production, 287; GATT and, 419; grain
surpluses, 439, 462; investments in
U.S., 589; Latin American trade
balance, 183; metal fabrication, 287,
354, 359; motor vehicle industry, 287;
production incentives, 465; service
exports and, 411; textile policy, 297;
U.S. trade war, 453, 467; U.S.
Treasury purchases, 512

European monetary system (EMS), 233

European Recovery Plan, 629

Euroyen, gensaki rate differential, 573~
74

Exchange rates: adjustments, 631, 656;
black market, 47, 51; bond rates and,
598; Columbian crisis, 44; crawling peg
system, 44; domestic controls, 218;
fixed, 566—67; floating, 567, 569, 622;
flows of capital and, 560; food exports
and, 435-39; Latin American policies,
71; long-dated forward contracts, 555;
multiple, 12, 46-47, 51-52;
protectionist role, 51, 553; real
exchange rates, risk of changes in,
582-84. See also Eurocurrency
market; Foreign exchange market

Export(s): categories of, 120-27; East
Asian growth, 144; embargoes, 451;
financing of, 415; GATT focus, 396;
multinational shares in, 493-502; price
indexes, 59n.5, 165; real value of, 34—
35, 55; relative factor-price differences
model, 126-28. See also Exports,
Latin American; Exports, U.S.;
specific countries, products, regions

Export(s), Latin American, 11, 15, 17; to
Asia, 37; destination of, 35-37;
manufactured goods, 40; primary
products, 39; protectionism and, 33—
43; sectoral composition of, 38-39; to
Soviet bloc, 37; to U.S., 41. See also
specific countries

Export(s), U.S.: dollar depreciation and,
568; 194685, 562—63; distribution of,
80, 90-94, 124-25, 127, 129, 134; real
dollar value, 55; world market share,
226. See also specific commodities,
industries, services

Export Enhancement Program (EEP),
448-50, 453

Export Promotion Act (1972), 109
Exterminating services, 387

Factor-proportion theory of international
trade, 123, 136

Fair trade laws, 159

FAO. See Food and Agricultural
Organization, U.N.

Farm commodities. See Agriculture

Farmland, U.S.: acreage idling program,
425, 467, prices of, 423, 431, 456,
458n.2; shrinkage of, 456

Farm policy, U.S., 423-474. See also
Agriculture, U.S.

Fast-food outlets, 387, 407

Federal Deposit Insurance Corporation
(FDIC), 181-82, 265, 271-72, 275

Federal Reserve Board: antiinflation
policies, 584; banking and, 7, 264, 569;
expansionary monetary policy, 603;
recession response of, 621; trade-
weighted dollar index, 436, 438

Fedwire, regulation of, 271

Feed grains. See Grain

Financial assets, foreign vs. domestic
holdings (1984), 572

Financial instruments, 215-53;
competition among, 268-70; design
and evolution of, 239-40; innovation
effects, 257-64. See also Financial
services industry

Financial services industry, 219-21;
capital flow effects, 559; competition
in, 369; debt-equity swaps, 187,
dimensions of, 218-30; expert systems
and, 267-68; exports of, 559-60;
funding vehicles, 226-30, 239-70;
globalization of, 6-8, 559-60;
information costs, 250, 265-68;
innovation effects, 240-52, 258; Japan
and, 555-57; mergers and acquisitions,
554; overseas investment, 489-90;
policy implications, 247-52; regulation
of, 262, 264-77, 602; replicating
portfolio approach, 239-40; risk
management tools, 226-30; transaction
costs, 569-71; U.S. employment in,
380-83. See also Banking industry;
Capital markets, global; specific type
of market

First National Bank of Maryland, 556

First Regional Bank, 186

Fiscal deficit. See Budget deficit, U.S.
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Fiscal policy, U.S., 567, 60320, 629-30;
agricultural exports and, 435-37; basic
industries and, 295-99; domestic
demand and, 199; domestic vs. global,
648 -49; rational model, 650; service
sector, 412; timing of, 3. See also
Budget deficit, U.S.; Current account,
uU.s.

Floating rate notes, 221; global
comparisons, 268; mismatched, 569;
risks of, 250

Florida, export-related industry, 415

Food. See Agriculture

Food and Agricultural Organization
(FAO), U.N., 425

Food Security Act (1985), 447-50

Footwear industry, 287, 291

Ford Motor Company, 294-95, 299, 307,
366

Foreign affiliates. See Affiliates, foreign

Foreign aid, 189, 203, 561, 629, 637

Foreign central banks. See Central banks

Foreign debt. See Debt crisis, global

Foreign direct investment (FDI): bilateral
treaties, 74; budget cuts vs., 176;
controls on, 582; cycles in, 514; debt-
equity swaps and, 184-88; by Japan,
146, 552, 573-75, 631; in Latin
America, 52-55; trade links, 401. See
also Foreign direct investment, by
U.S.; Foreign direct investment, in
u.s.

Foreign direct investment (FDI), by
U.S., 475-558; decline in, 486;
defaults and liquidations (1929-35),
485-86; in East Asia, 131-34, 137,
145-46; by industry of affiliate,
518-21; in Latin America, 53; 1919~
29, 481-85; 1962-87, 585-88, 616—
17; Post-WWI, 487-502; rates of
return on, 615; type of industry,

492

Foreign direct investment (FDI), in U.S.,
2, 502-17, 550—-57; ADR accounts,
555; basic industries, 339-40; fast
growth of, 86—87; by industry and
country, 533; by industry of affiliate,
530-31; by Japan, 631; 1790-1914,
476; 1984-85, 588-92; politics and, 7,
577-82, 596-97; shared ownership,
501; sources of, 509—10; stock value
of, 503~-4

Foreign exchange market: bid-ask
spread, 569, 571; central banks and,
221, 260, 566, 592-95, 658; debt
service and, 70-71, 88; delta hedging
procedure, 234; dollar depreciation
and, 599-600; Euromarkets and, 219-
22; futures contracts, 233;
LDCs’problem, 173-74;
macroeconomics of, 172; official share
of national currency, 594-95; oil and,
10; parallel markets for, 12, 47, 51;
trading in, 219, 567-71. See also
Exchange rates

Foreign investment. See Foreign direct
investment

Foreign policy, U.S.: exchange rate
adjustment and, 656; foreign aid, 189,
203, 561, 629, 637; resource
constraints, 638

Forward rate agreements, risks of, 250

Franc: offshore-onshore differential, 574;
Swiss, 584; trading in, 570-71

France: capital controls, 574; as exporter
of services, 411; farmer’s lobby, 466;
labor force by industry, 389; land value
declines, 471; production by major
sector, 390; securitization of, 226;
stake in services, 411; steel industry,
297; telecommunications, 418 textile
industry, 297

Free trade policy: capital liberalization
and, 218; Chile and, 168; GATT and,
151, 156; Pacific economic community
and, 157

Futures contracts, 226-30; aggregate
open interest in, 228; commodity-
contract characteristics, 239; daily
trading volumes, 229; exchange-traded,
233; hedging risk and, 255n.23

GATT. See General Agreement on Tariffs
and Trade

Gaz de France, 254n.8

GDP. See specific country

General Agreement on Tariffs and Trade
(GATT), 5; agricultural negotiations,
451-55, 472; bilateral pressure and,
159; Congress and, 421; East Asia and,
151; financial services and, 559-60;
free trade issues, 151, 156; Japan’s
admission to, 320; mercantilistic view
of gains, 396; Mexico and, 75, 167;
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NICs and, 156, 159; nontariff
measures, 40, 417; service issues, 3,
368—75, 395-401, 415, 417-19; tariff
rates, 396; trade sanctions, 10

Generalized System of Preferences,
U.S., 106

General Motors Company, 294-95, 299,
307, 366

Gensaki rate differential, 573-74

Georgia, textile industry employment,
335

Germany: capital inflow control, 572; as
creditor nation, 652; current account
surpluses, 631-32; decline in earnings,
329; decline in growth rates, 81-82;
direct investment in U.S., 552; food
price increases, 473; GDP, 81; inflation
fears of, 654; labor force by industry,
389; open financial markets, 572; per
capita income, 81; production by major
sector, 390; steel industry of, 294;
telecommunications in, 418

Ghana: food export markets, 435; food
production decline, 434

Glass-Steagall Act, 242, 265-66, 273, 421

GNMA. See Government National
Mortgage Association

GNP. See Gross national product

Gold: purchasing power of, 584;
standard, 561, 566, 646-47

Goldman Sachs, 556

Goods-producing sectors, employment
in, 382-83, 388-89

Government National Mortgage
Association (GNMA), 226

Government procurement policies,
services sector, 400, 412

Government securities. See Bonds;
Eurobonds; U.S. Department of the
Treasury

Grain: CCC loan rates, 442-43;
embargoes, 451-52, 466; export
decline, 424, 437-38; exports-dollar
value ratios, 437—39; exports-exchange
rate models, 436; foreign policy and,
439-42; imports in, 432-33;
international trading companies, 429;
lost markets, 435-54; market price
drop, 423; price ratios of, 429-31;
production outside U.S., 426-27;
productivity decline, 428-29; supply-
demand equations, 440-41; support

programs, 442-55; surpluses, 462;
taxes and, 425; value of exports, 423;
world sales, 441, 469

Gramm-Rudman-Hollings Act, 185, 200,
447, 621

Great Britain. See United Kingdom

Great Depression: Latin America and,
12, 75; U.S. defaults and, 485-86

Great Lakes states, steel industry
employment, 335

Great Society program, 566

Green field start-ups, 555

Green Revolution, 424, 427, 432

Gross national product (GNP),
developing countries, 43334, 436. See
also Gross national product, U.S.;
specific country

Gross national product (GNP), U.S.:
budget deficit and, 605; corporate
saving, 610; defense spending, 650,
1870-1979, 614; federal outlays-
revenues, 643; gross fixed capital
formation and, 612—13; by industry
(1947-85), 385, investments (1951-85)
and, 606; labor’s share of, 334;
monetary policy and, 3; net savings
(1951-85) and, 606; non-means-tested
entitlement programs and, 642;
pollution control and, 330-31; services
sector and, 383-86; state/local
government surpluses and, 606-07;
steel demand and, 300

Group of Five agreement, 199, 259

Group of Seven agreement, 199, 259

Group of Six agreement, 199-200

Group of Ten agreement, 221

Group of Thirty agreement, 171, 555

Guatemala: exports, 17; imports, 16, 22,
33

Guilder, trading in, 570-71

Harvard Business School, 360

Heailth services, U.S.: employment, 380-
83; foreign markets, 376-77, 395

Heckscher-Ohlin theory of trade, 30,
60n.15

Hewlett-Packard Company, 75

High-technology industries: basic
industries and, 342; emphasis on, 159;
trade deficit and, 415; U.S. dominance
in, 371, 379-80

Honduras, imports, 23, 25, 31, 33
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Hong Kong: Communists and, 89;
domestic savings, 85; export quotas,
321; exports to Japan, 129; growth rate
of, 83, 141, 143; immigration from
China, 89; income levels in, 84; limits
on textile imports, 321; long-term
economic outlook, 92; merchandise
trade, 90-92; MFA and, 320; open
financial markets, 574; trade and
development policy, 89-90; trade
performance, 90-92; U.N. embargo,
89; U.S. export share, 116-18

Household saving rate, 607

Housing services, 403n.18

Human-capital-intensive imports, 120-
27. See also Labor force

Hungary, agricultural experiments in, 471

Hyperinflation, 176, 584

IBM: Mexico and, 75; World Bank and,
237

IET. See Interest equalization tax

Illinois, automobile production, 339

IMF. See International Monetary Fund

Immigration, labor force and, 479

Imports: constant market-share criterion,
11; external price indexes and, 59n5;
market shares, 55, 58; nontrade
barriers, 40-47; prior licences, 46;
relative factor-price differences model,
126-28. See also specific country;
SITC classification, 29; substitution
strategies, 43-45; unskilled-labor
intensive, 120-27. See also specific
commodity, service

Imports, Latin American, 11, 15-33;
agriculture, 432-33; composition of,
20-33; distribution by origin, 21-23;
substitution strategies, 15, 43-45, 71;
trend regressions, 13, 25; U. S. share
in, 23-25. See also specific
commodity, country

Imports, U.S.: 1946-85, 562-63; as
percentage of world exports, 198;
textiles, 320-22. See also specific
commodity

Income. See Current account, U.S.;
specific country

Income tax: corporate tax and, 605;
withholding tax, 577

India: agricultural policies, 425; GATT
negotiations, 368, 419, 421; GDP
growth rate, 83; Green Revolution, 464

Indiana, automobile production, 339
Indonesia: debt-servicing problems, 85—

88; export shares, 92, 114; exports to
Japan, 129; factor-price advantage,
128; FDI in, 112; growth rate, 137,
142-44; imports, 114, 116, 440;
liberalization in, 112; merchandise
trade of, 113; rice harvest of, 428;
subsidized farms in, 454; trade and
development policies, 110-12; trade
balance of, 88, 113-15; U.S. export
share, 116, 440

Industrial nations. See specific country
Industrial patents, 376

Industrial policies, U.S., 327-28
Industrial technology, U.S. superiority

in, 150, 159, 379-80

Industry. See Basic industries, U.S.;

specific industry

Inflation: Brazil and, 179; corporate asset
measures and, 490; currency valuation
and, 166-69, 176; expected, 600, 654—
55; heterodox approach to, 70; Mexico
and, 177; M1 and, 199; real interest
rates and, 603; U.S. and, 3, 169-70,
566

Informatics, software vs. hardware
values, 414

Information-based services, 368, 375-80

Information costs, 571

Information technology, international
finance and, 265-68

Institute of International Economics, 615

Insurance industry: direct investment by
U.S., 520; exported, 379, 395; foreign
brokers, 379; foreign investment in
U.S., 589-91; globalization of, 374—
80, 407—13; in Japan, 573

Intellectual property, protection of,
403n.8

Interamerican Development Bank, 54

Interest earnings: onshore-offshore
differentials, 573-74; taxed, 574. See
also Interest rates

Interest equalization tax (IET), U.S., 222

Interest payments, 164-65; debt-equity
swaps, 185-88; debt service fatigue,
172-78; dollar-denominated, 261-62;
economic growth and, 204-20;
external vs. domestic, 186-87; GDP
ratio of major debtors, 166, 207-8;
national income and, 65; official vs.
private debt, 164; as political issue,
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190-92; special taxes on, 572; U.S.
foreign debt, 420n.1, 624

Interest rates, 204: availability of capital
and, 7, 560, 632; bonds, 596-602;
budget deficits and, 3; checking
accounts and, 604; default risk, 577—-
82; deviations from interest parity, 576,
578-79; foreign investors and, 7, 566;
futures contracts, 226-30, 234; global
changes in, 10, 371; LIBOR, 579;
market-determined, 215; official vs.
private debt, 164; offshore-onshore
differences, 578, 581-82; options
contracts, 215, 226-30; real, see
Interest rates, real; short-term, 581;
swaps, 215, 230-31, 235-37, 240, 555,
569, 581; trade and, 436; U.S. vs.
nondollar, 598 -600

International Banking Facilities (1BFs),
222, 577, 585, 588

International investment income account,
U.S., 416-17, 562-63, 634, See also
Current account, U.S.

Internationalization. See Multinational
firms

International Monetary Fund (IMF), 633;
debt collection process, 192;
stabilization programs, 202; stringent
criteria, 211

International Trade Commission (ITC):
Canadian timber sales and, 453;
international service survey, 397

Investment, global. See Foreign direct
investment; specific markets

Investment, U.S. See Current account,
U.S.; Foreign direct investment, by
U.S.

Investment Incentive Act (1968), 106,
201. See also Tax policy

Iran, frozen assets of, 582

Iron: global production of, 285; unit
labor costs, 311

Italy: labor force by industry, 389;
production by major sector, 390;
telecommunications, 418; textile
industry, 297

Janitorial services, 387

Japan: ADCs and, 135; agricultural
subsidies in, 5; aluminum production,
354; APR countries and, 80, 94, 116
18, 129, 137, 144; auto industry, 287,
294-96, 325, 327, 588; banking and,

421, 573, 628; basic industry policies,
296--99; business investment (1970—
81), 641; clothing output, 287; cost-of-
capital advantage, 299; as creditor
nation, 67, 646, 649, 652; current
account surplus, 627-28; decline in
growth rates, 81-82; direct investment
by, 130-31, 137, 144, 146, 552, 573~
75, 588-91, 631; dollar value effects,
439; domestic savings, 85; economic
goals of, 361, 629, 631, 654; export
shares, 11, 80, 90-92, 116--28, 135,
137, 144; finance services, 245, 417,
food imports, 474; footwear
production, 287; gross domestic
product, 81; growth of, 141, 143, 631;
high-technology and, 136, 398, 418;
household saving rate, 607; industrial
sector and, 158; labor force by
industry, 389; labor productivity, 308-
09, 311-12, 329; Latin America and, 9,
56-57, 67, 183; long-term capital
movements in, 573-75; Maekawa
report, 631, 654; manufactured
imports, 32-33; manufacturing affiliate
sales, 502; metal production declines,
284-85; official development
assistance, 633; per capita income, 81,
142; production by major sector, 390;
production costs in, 311, 339; regulated
capital markets, 573; saving-investment
ratio, 628; self-sufficiency in rice, 439;
stake in services, 411; steel and iron
industry, 284, 294, 318, 332, 340,
targeting-industry strategy, 153;
technological development capabilities,
153-54; telecommunications and, 398,
418; textile industry, 293, 296; third
world debt and, 67, 639; trade barriers
of, 148-50, 156, 159; U.S. bond
preference, 592; U.S. investments in,
144-45, 421, 555--56; U.S. trade and,
4, 146-47, 509, 630-33, 653-54,
voluntary export restraints, 320, 325,
327

Japan Center for International Finance,
623n.28

Joint ventures, U.S., 339-40, 378, 546,
555

Kawasaki, 299
Kennedy administration, capital outflow
and, 566
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Kenya, food production decline, 434

Knowledge-based industries, 375-80, 547

Korea, North, 89, 96, 99

Korea, South: auto industry, 287, 295-
96, 327; bilateral U.S. trade treaty,
160; commodity price developments,
170; construction projects, 417; debt
service of, 64, 85—-88; distribution of
exports, 99; domestic savings, 85;
economic goals of, 361; exchange rate,
159, 167; exports, 92, 97-98, 129, 144,
foreign investments, 146; growth rate
of, 141; imports, 98, 129, 474; income
levels of, 81, 84; industrial sector and,
158; intraregional trade, 56; Japan and,
129, 158; merchandise trade, 97; MFA
and, 320; restrictive trade policies, 96—
97, 159, 321; steel industry of, 294;
technology and, 359; trade balance of,
88, 97-99, 158; U.S. export share,
116—18; voluntary restraint
agreements, 295

Korean War, 89, 96

Kravis index of price competiveness, 429

Labor adjustment assistance, U.S., 328
Labor costs: global economy and, 308—
12, 356-57; real exchange rate and,

329-30, 342

Labor force, 370; comparative
advantages in, 295, 308-12; earnings
differentials, 303-5; elasticity of
demand, 306-7; employee involvement
programs, 312; employment by sector,
382; foreign affiliate firms and, 490-91;
global, by industry, 389; immigration
and, 479; international division of,
158-59; national income decline and,
334; retraining of, 150-51, 328;
service-producing sectors, 370-75;
U.S. vs. European practices, 553;
women in, 386-87. See also
Employment; Unions; specific sectors

Laffer curve theory, 607, 650

Latin America: basic indicators for, 13;
bilteral trade balance, 183, 415; capital
controls, 236; capital flights from, 65,
75-76; Central America, 73;
commercial trade policies, 43-47;
commodity price developments, 170;
currency overvaluation in, 48; current

account balances, 18-19, 171, 581;
debt crisis in, 5-6, 64-73, 162, 180~
81, 190-92; defaults on debt, 577;
development policies, 12; direct
foreign investment in, 52-55;
economic policy changes in, 70-73;
economies of, 10-15; exchange rate
policies, 47-52; exports, see Exports,
Latin American; external sector
policies, 11, 13-~15, 47-52; FDI in,
52-55, 483; GDP-export ratio, 165;
gross investment (1977-85), 173;
imports, see Impdrts, Latin American;
import substitution strategy, 14, 43—-45,
71; income per capita, 68; increase in
official credit, 164; industrialization
programs, 14; inflation in, 65, 70;
interest as fraction of GDP, 165;
investments in U.S_, 509;
manufacturing wages, 54; minority
ownership trend, 501; NIC trade, 9—
64; noninterest external surplus (1977—
85), 173; NTBs in, 41-43, 47,
openness index, 19; overlending to,
171; production incentives in, 5;
protectionism in, 43-47; purchases of
U.S. securities, 512; sectoral
composition of exports, 38—41; terms
of trade index, 35; trade surpluses, 64—
68; value of imports, 20-33 U.S. bank
lending to, 513; U.S. public utility
investments in, 483; U.S. trade with,
9, 24-29, 58, 182-83, 415. See also
Debt crisis, global; specific countries

Law, globalization of, 374-80

Law firms, FDI and, 554

Law of one price, 242

LDCs. See Less-developed countries

Leasing, market access to, 373

Lesotho, food production decline, 434

Less-developed countries (LLDCs):
affiliate sales, 501-02; agricultural
trade, 460—68; auto industry in, 295;
capital flow needs, 655; debts of, 162,
165, 172-73, 182, 184-92, 259; dollar
needs, 173-74; equity-debt swaps,
185-88; import competition, 339;
interest payments, 164, 166; Latin
America and, 21-23; R&D in, 502;
services sector, 422; systemic reform
in, 197; U.S. and, 180, 182. See also
specific country
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Liberalization indexes, 47

LIBOR. See London Interbank Offer
Rate

Libya, frozen assets of, 582

Lipsey index of price competitiveness,
429

Livestock disease, 425

Living standards, real adjustment of, 198

Loans, 202; Baker Plan, 197; corporate
cost of, 298-99; credit rationing, 171—
72; currency denomination, 165, 582;
default risks, 577, 579-82; discount
rate, 213, 579; FDI risks vs., 582;
marketable financial instruments vs.,
215; muitilateral lending, 201; private
vs. governmental, 203; risk premiums,
190; secondary market, 186, 213, 579;
securities and, 223, 225, 273; short vs.
long-term, 273-74; by U.S. banks,
179-83; U.S. vs. European, 181, 221.
See also Debt crisis, global; Interest
rates

Local government: spending (1900—
1984), 640; surpluses, 606—7

London Economic Summit (1984), 410—
11

London Interbank Offer Rate (LIBOR),
164-65, 579; Eurocurrency market
and, 219, 221; hedging and, 228;
interest rate exposure, 228

Long-dated forward exchange contracts,
555

Long-distance services, 377

Long-Term Arrangement on Cotton
Textile Trade (1962-73), 320

Machinery: Latin American imports, 29;
multinational share in exports, 496

Macroeconomic policies: budget deficit
and, 605-6; determinants of capital
flow, 596—602; financial innovation
impact, 218; Japan-U.S. trade
imbalance and, 628; key variables in,
170; LDCs debt and, 184-85, 209;
U.S. monetary policy and, 6035

Maekawa report, 631, 654

Malaysia: auto production, 296; common
market, 93; debt-servicing, 88;
exports, 92, 108, 129, 137; factor-price
advantage, 128; imports, 106, 108,
116-18; investment ratio in, 85;
merchandise trade, 107; MFA and,

320; per capita income, 106; rate of
growth, 83, 143—-44; trade and
development policies, 106, 137; trade
performance, 106-7; U.S. import
market share, 106, 116—18

Management, 387, 408; cost
competitiveness and, 306; consulting,
376; cultural mergers, 154-55;
financial. See Financial services
industry; five-year plans, 554-55; U.S.
exports of, 475

Manufacturing industries, 119; affiliate
exports to U.S., 500; direct investment
in U.S., 589-91; FDI by U.S., 518,
552; foreign employment in, U.S.,
505-6; global distribution of, 522-25;
high-technology, 374; Latin American
exports-imports of, 29-30, 33-34, 40,
71; multinational export share, 494;
production by major sector, 390; R&D
by parent firm, 526. See also Basic
industries, U.S.; Manufacturing
industries, U.S.

Manufacturing industries, U.S.: current
account and, 420n.1; employment,
382-83; imports, 655; revival of, 654

Marathon Oil, 340

Mark. See Deutschmark

Marketing, U.S. competitive advantage,
341

Marshall Plan, 189, 629

Massachusetts, decline in basic industry
employment, 335-37

Mauritius, import growth, 322

Meat, indirect price supports, 470

Medicare, costs of, 639-43

Merchandise trade: barriers to, 395-96;
GATT and, 368, 402n.1; services and,
373; U.S. current account, 371-72

Mergers and acquisitions, FDI, 554

Merrill Lynch Company, 556

MESA network, 233

Metal industries: exchange rates and,
365; export distribution, 496, 522-25;
global production in, 288; U.S., 284-
86. See also specific industry

Mexico: auto production, 287, 295;
budget deficit, 177-78, 581; capital
flight from, 75, 188-89; changes in
government, 71; cost of debt, 68, 190;
creditors and, 65, 67, 169, 172, 182,
192; debt ratios, 163, 165; economic
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Mexico (continued)
goals of, 66, 361; export market, 15,
17, 33-43, 67, 464; foreign investment
in, 52, 75, 501; imports, 16, 21, 25, 28,
31, 33, 75; macroeconomic indicators,
177; monetary and fiscal policies, 48,
65-66; noninterest budget, 177; non-oil
export growth, 68, 178-79, 464,
overvaluation in, 167; real exchange
rate, 48-51, 167; trade surpluses, 19.
See also Latin America

MFN. See Most favored nations

Michigan, automobile production, 339

Mid-Atlantic states: apparel industry 334;
steel industry, 335

Middle East: as debtor countries, 162;
non-oil debt-GDD ratios, 163, 165;
OPEC, 400, 512-13, 567

Midwest states, steel industries, 335

Milk production, 425

Minimills, steel, 318—19, 339

Minimum price systems, 41

Mining: direct investment by U.S., 518;
foreign affiliate jobs in U.S., 5068

Minority shareholdings, 546

MITI, 325, 552

Monetary policy, U.S.: agriculture
exports and, 435-37; Bretton Woods
system, 561, 566, 646—47; capital
market barriers, 220-22, 242—-44;
expansionist, 3, 199; financial
innovation and, 218, 251; food exports
and, 436; foreign investors and, 566;
inflation and, 175; G-5 policies, 198; in
mid-1970s, 567; MI supply, 656; real
exchange rates and, 436;
telecommunications and, 362

Money market accounts: functional
regulation of, 272-73; mutual funds,
234

Money Market Services, Inc., 599

Morgan Guaranty, 554-55

Morocco, as problem debtor, 165, 180-
81; wheat sales to, 449

Mortgages, 571-72. See also Banking
industry

Most favored nations (MFN), 400, 418

Motor vehicles and parts industries:
country of origin imports, 326; cyclical
volitality of, 282; domestic demand,
301-2; earnings vs. productivity,
303—4; employee involvement
programs, 312; employment decline,

358-59; foreign dealer network, 378;
global production of, 292; government
policies and, 295-99; investment in,
313; Japanese, 311, 588; joint ventures,
339-40; location of, 336; process
innovation, 338; product cycle, 293-
95; technology transfer, 294-95; trade
deficit and, 333; VERs, 325-26; wage
concessions, 307

Mozambique, food production decline,
434

Multifiber Agreement (MFA), 320

Multilateral trade negotiations. See
General Agreement on Tariffs and
Trade

Multinational firms: advantage of, 491—
502; debt-equity swaps and, 187;
distribution of exports, 523-25; export
shares, 493-502; foreign asset
equilibrium, 505; host country sales,
498; OTA review of service firms, 394;
overseas production basis, 153, 497;
rise in, 154; service-oriented, 370, 378,
391-95; share in export of
manufactures, 524. See also specific
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Offshore banking, 262, 509, 511, 566,
574, 576, 582, 585

Ohio, automobile production, 339

Oil industry: FDI in U.S., 508-9, 589—
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employment in, 380-83, 559; U.S.
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agreements, 25961, 559; see also
specific country, type; as capital
importer, 510-17; capital outflow, 560-
68; see also Foreign direct investment,
by U.S.; competitiveness in global
environment, 358-62; decline in
growth rates, 81-82; decline in
productivity, 284, 311, 428-29; defense
costs, 7, 562-63, 566, 637, 650-51;
economic power loss, 647; equity
market shares, 226-27; expansionary

policies, 566; foreign debt (1914—-19),
480-81; see also Budget deficit, U.S.;
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Variable levies, 41

Venezuela: current account deficit, 581;
cost of debt, 65, 68; exports, 17;
imports, 16, 21, 25, 29, 33; net
disinvestment, 52-53; as OPEC
country, 179; overvaluation, 167; real
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The United States has dominated the world economy for so long that Americans
commonly ignore the international environment within which their economy
operates. This myoma is hardly surprising, given that, until recently, imports
and exports accounted for less than 10 percent of the gross nattonal product,
trade was in balance, and international capital financed a very small portion of
the net investment in the United States. But in the 1980s economic conditions
changed. A mounting trade deficit has jed to large inflows of foreign capital, and
the international debt crisis has drawn attention to the links between U.S. banks
and the economic performance of foreign debtor nations.

The United States in the World Economy offers the results of a conference
organized by the National Bureau of Economic Research. The volume includes
background papers prepared by nine academic econommsts, personal statements
by individuals prominent in government and business, and summaries of the
discussion that followed presentations. Among the topics considered are foreign
competition in Latin America and the Asian Pacific rim, Third World debts,
innovations in international financial markets, changing patterns of interna-
tional investment, international capital flows, and international competition in
goods, services, and agriculture. Prepared for 2 sophisticated but nontechnical
audience, these papers present complicated economic issues clearly, indicating
the many ways in which the American eéconomy influences and is influenced by
economic events and conditions around the world.

The experience of the 1980s has demonstrated the powcr and extent of this
economic interdependence dramatically. Clearly, American business executives
must become increasingly globat in their activities and in their vision of the
market environment within which they operate, and American policymakers
must recognize that the response of the domestic economy to changes in
economic policy is very much influenced by the effect those policies have on
trade and capital flows. As Martin Feldstein states in his introduction to the
volume, “This conference and the resulting book will have been a success if they
increase the awareness of corporate leaders, policymakers, and economic ana-
lysts to this changing role of the United States in the world economy.”
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