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Toc:uy, tho;; COJ.nci! of Eccnomic Advise~s :e!c:l$ed a :epcrt - America ':; Interest m the World Trade 
Organi.~aliol1: An Economic Assessment. The report looks at the mcreasing importance of internattonal 
(rade in the U.S. economy and the central role of the multilateral trading system in opening foreign 
markets, strengthening the r~:e of law, and pro;:ncting economk g:owth and developmen! internationally. 

The report cO;1ciuqcs that the L!:lited States looks to the future from a position of e:o~omi:; st:ength, cue 
in no small part to its openness and flexibility, U.S. tariffs are among the world's lowest, averaging aniy 
2.8 percen[ 011 inremarionally comparable ierrns. The Unii,ed $rares is also the world's leading trader in 
goods a;,.d scrv:ces, accoun:ing :'"or abou: 14 ;;er:.ent of world expcr.:s and about 16 percent of impcr..s. ' 
The repo~ fi!:'tds that Americans benefit directly from open markets, as beth ex?c·rters and i:nporters. For 
example, r~cent studies provide evidence ofsubstantia.l wage advantages in jobs supported by goods 
export.s - on the order of 15 percent. Americans a.lso,enjoy lower prices and mOre product variety . 

•
For over.50 years the nil:1:i later'al trading system, Erst consistbg of the Get-era; Agreement on Ta:iffs and 
Trade, and more recently the World Trade Organization (WTO), has played a key par. in meeting U.S. 
trade policy Jbjectives. It has helped reduce foreign barriers to trade, strengthen the rule of law, and 
encourage economic gro'Wih and development 'Through succ?,sslve rounds of negotiations, tariffs on ' 
industrial products have falle:-. drar.:atically_ At the ead of WWII, the average tariff on i;,dustrial prOc.llciS 
in c.evelopec ~ol.!ntries was about 40 percent. Today, the average is about 90 percent lower. 

As a result of the Uruguay Round negotiations, the muttilateral trading syStem now more fully CQvers 
agriculture, :extiles and'clothing, services, and inte!lectual property rights. There were als'o landmark 
deciSions (0 create a WTO and institute a strc!1gther.ed syst~m for dispute resolu,ion. This new dispute 
senler::er:t r::.echanlsm, wid:. its strengthened procedures, has proved ex:reme!y I.!seF.:.: to the United States, 
which as a complaining party has so far prevailed in 22 out of 24 cases, having favorably settled :0 
without litlgatkm and having won 12 in lirigatlon, 

T:-.e success of the tradi;:.g system and i~s value ~n reinforcing rnarket·or:e;)~ed develop~.ent st."J.tegies has. 
become increasingly appreclated over time. Original!y dorr.bated by the developed countries, 
'participation in the trading sysrem h~s grown as others have sought inclusion, Today, the v,'TO has 135 
members and another 32 nations are seeking accession. Berween 1989 and 1997, developing countries 
increased their share ofwodd trade. 

, 
While its achievements have been considerable, the multilateral trading syster:: remains a work :n 
progress, A new rOund of negotiations offers opportunities to enhance market access, improve the 
functioning of the WTO, more effectively imegra:e labor and e.rwi;onmental considerations, and enSure 
t;l:1t tr_e benefits oftrJce :If: sheree mere widely, 
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Executi..-e Summary 

'The US. economy looks to the future fron: a position of stre:1gth, due in no small par: to its 
openness and flexibility. U.S. tariffs are among the world's lowest,. averaging only 2.8 percent 
on intemationaEy comparable tenns. The United States is 'also the waddls leading trader in 
goods and s(:rv<ices, accounting for about 14 percen~ of world exports and abo~t 10 po:cent of 
tmports.' America;l$ benefit directly from open markets. U.s, producers benefit from exports of 
high-tech manufactures, agriculture, and sen'lces, among other products. U.S. workers enjoy 
higher paying jobs and U$, consumers enjoy !ower prices and morc product variety. 

For over half a century the multilateral trading system, first consisting of the General Ag:-eerrient 
on Tariffs and Trade (GATT) and more recently the World Trade Organization (.WTO), has 
played a key part in meeting U$. trade policy objec:ives. I: has redt.:ced barriers to trade, 
st:-engthcncd the rule of Jaw, and encouraged economic development inte01ationally. The POSl­
WWII period has seen exceptional growth in much of the world as the global economy has 
become increasingly integrated. 

\\rhile its achievements have been considerable, the tradi:lg system remains a work in progress. 
A new round offers opportunities to enhance market access, improve the functioning of the 
WTO, more effectively integrate labor and environmental considerations, and ensu:-e that the 
benefits of Irade are shared more widely, 

America Benefits from Market Liberalization 

On the thre:lhold of the 2rt Century, two 'related features of the U.S. economy are particularly 
striking. First, it has never been more prosperous .and, second, it has never been ~ integrated 
into the world economy, The U.S. economy Pfov:des its citizens with living standards (hat are 
higher than those in many other major industrial economies - measured in terms ofpurchasing 
power, per capita income in the United States is 27 percent higher than in Japa'1 a.1d 41 ~ercent 
higher than in Gennany, The U.S, economy is able 10 provide such high living standa~ds" in part, 
because Americans engage extensively in international trade. As ar. indka:or of its size and 
scope, U.S ..trade's value relative to U.S, GNP has been almost 25 percent in recent yea:-s, the 
highest it has been at any point in the past hundred years. 

• 	 On average, Americans expon. about II percent of all :he goods and services they produce 

and import a~out 13 percent of all they consume. 


• 	 Many high-tech U,S. t:1anufacturing industries, such as comi'H!ters ar.d electror.ics, export 25 
percent or more of their total shipme:1ts; U.s, wheat and rice growers export over 40 perce:ll 
of their total production. 

• 	 The United States is the world 's'\eading serv;ces exporter, accounting for over 18 percent of 
all commercial service exports. 

• 	 Recent studies provide evidence of substant:a: wage advantages 10 jobs supported by goods 
export:; - 0:1 the order of i 5 ·percent. 



- -

The WTO Promotes Market Opening 

Aml:ric~l gains most \-vhcn otlll!:- natio;)s low..::r ,heir ~r;v;lc barr:crs as \I.'C r;.;dL:.ct:.: ours. InJ0cd, as 
out:.: ufthc wodd's m;:;:;! Opl..:!1 L:cocoliii..:s, we have a pJrtkular :nlercst in ;)rol1lotiag libcralizalio:l 
,:broatL The system or bir;Jin~ cOlllmi:m<.:nt5 first cstab;is\1(.;d :n the GATT und no\V atlvancc'd 
by ihG WTO hJ.S provic(;d a fra:m:\-vo~K t'or UbCfali7.aLioll. Consistent with U.S. goals for ar: open 
multilat~:rnl trading systcn:, the GATT was founded ill 1948 on principles of rcc:procity a!'\d non­
discrimination. On this basis, it has been extremely sllcccssfui in opening marKcts. 

• 	 . At the cnd of \V\VU, th<! average tarlIT on industria! products i:l devdopcd countries was, 
about 4(} per..;;enL Today, Iht! avcrag<;:, is aboul90 percell! !Ovvtr. 

The C:cugeay ROl.l:)d, concluded in 1994, n.:ducl.!d tariff::; 0;1 industrial pr0d~lct:.i :mt! Gxtenl~d 
agre<.:me:'lts to pr;:vi0us\y n::.:gkclcd :;;cctOf::>, sue:l ;,5 agrkalturc, tcxtiks and clo\hing, :1\1~1 
s~rviccs. Reecr.: ccor.om:c studies I.!\'alu<:tc po:cntlal gains ;ro:n the l;rugllay Round, but capture 
only the dfc-cts. of certain conct.:ptuaHy qllUt"ti liable features, nameiy reduc;ng tariffs, reducing 
export subsidio;;s, a:1d eliminating quotas or. some goods. They do not capture gains rron~ 
provisions .lor sf..'iviccs, dispute sett!cment, a:1d intelkcHial property 

• 	 Recent studies of some potentia: Uruguay Round benefits estimate that anr.llal global inco;ne 
could rise 5171 billion to $2:4 billion upon f~t1j implementation, in 1992 dollars; for the 
C':1itcd States alone, the gl1 i ns co:.Ild amOt:;'!! h) $27 billion to 537 blllion each year. 

Post-Uruguay RO".lnd ncgo,iatiol:s yidded aJdi.ional m.lrkct ::ieef":::::; con:mitll1c:lts in fir.:lneia~ 
services, basie tt:!ccofnmunicn.l:ollS sClv'lces j ar.d infomHltior. :echnctogy, opt.:!1!ng:.ljJ new 
opportuniti'~s in some areas in which the U:1ited States is highly cOIr.petitive. Growth in C.S. 
exports of private services point to potentiai gains from market opening. 

• 	 Since 1994, l,l.S. financial service exports have grown, on average, by 24 pcrcr..:!l\ ar.nually in 
nomina! tertii:" U.S. insurance service exports have grown by \4 perccnt, uild U.S. business, 
tcchn:cal, and professional service exports have grown by 12 perce;"}t. 

The \VTO Promo··'!s the Rule of Law 

To fully realize the. benefits of trude, however, requires more ~han agreement to rec.ucc barriers. 
Sustaining support for the trading system also requires rules that are credible and equitable. For 
f:rms to undertake'rhe necessary investments to service foreign markets, they need to believe that 
new barriers will n';t be raised and that old ones will not reassert themselves, To rely on foreign 
suppliers, buyers n'~cd to bclh:ve likewise that market access Will nOt be disrupted. Traders need 
aSSurance that coml litr.)CnlS will be binding and that markets will remain open in the event of 
chang~d circumstar' ;cs, Moreover, the nIles should CflS:lre that governments play fai:- - that they 
not seck advantage :or favored int:.:rcsts by subsidizi:1g their pfoduccrs or passing rcgula:ions 
that unnecessarily (1:5tort i:1temalional trade. Fairness also requires tho.: the g3ins from :rade a:--e 
shared wjdely u:1d (1(' not come at the expense ofcore-labor s~;:ndard$ or the envlronrr:cnt. In so 
doing, the WTO mu ;t strike an appropriate balance bct\veen the needs of the trading system and 
those of sov-creign t'mions. The \VTO Agreements do not and w111 not preclude the United Slates .." 
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from establishing and maintaining i~s own laws; impair the effective enforcement of U.S, laws; 
or limit the ability of the United States to ,set and achieve its envircr.memal, laber, health, and 
safety standards at the levels it considers appropri;:;.te. Through consensus, the ¥/TO ha<; done 
much to achieve both credibility and fairness. 

• 	 WiO rules allow nations to lake anti~du:nping measures', countervailing-duty measures, and 
action against import surges, providec ~hey follow certai!l procedures. The United St~tes has 
used its own WTO-consistent trade laws to combat t:n~air for-eign practices .and to provide 
safegu3rds for domestic producers- . 

• 	 The WTO provides an improved framework for r~solving disputes. It has proved extrem~ly 
useful to the United States, which as a complaining party has so far prevailed in 22 out of24 
cases, having favorably settled 10 without litigation and having won 12 in litigation. 

• 	 The W'TO provides rilles for pfotecting"intellectua: property righ:s. For :he United States, 
one c)f:he world's most i~lnOvatlve nations, such rights convey substar.tial value. In ]998. 
U,S, exports ofroyalties and li~ense fees amounted to about 537 billion, 

By and large, WTO members have adhered to their commitm~nts. The sU,stained trend towards 
market liberalization over the postwar period and the maintenance of commitments not to raise 
barriers even in the face of international financial crises, stand ir:. sharp contrast to the trade 
polley exp~:ricncc c:.Jring tte inter-war period, 

The WTO Extends tbe Benefits of Trade and Encourages Growth 

The United States has long a.dvocated the use of the multilaierai trading system to promote 
economic development internationally, .The success of the tradir,g system anti its value in 
reinforcing ma::ket-oriented development strategies has become i!lcreasingly apprec;ated over 
time, Between 1989 and 1997, developing countries increased their share ofwortd trade. 
Originally dommated by the developed countries', part;cipation in the multilateral trading system 
has grown as others have sought inclusion. Today, the WTO has 135 members and another 32 
nations are seeking accession, This allure of the trading system supports the view that 
international trade is not a zero-sum game. Both the United States and its trading partners reap 
the benefits, in fact, the shared aspect of the gains from,trade, between trading partners, is n core· 
principle of ecor..o:nics, However, not all \\lTO members are currently well posi:ioned to "Jse the 
system effectively. Some of its least developed members lack the necessllry institutions and 
infrastructure to reap the full benefits of trade - in those cases, capacity huilding and technical 
assistance, coupled with market opening. could heJp spread tile benefits, . 

The U.S. Agenda l\'le~ts the Cballenges of the 2Ilt Century 

The prospect of another round ofmultila!ernl trade negotiations provides r)~w opportur.it:es to 
advance U.S. interests in opening foreig;;) marke:s, eSlablishing an effective rule of law, and 
promoting economic development internationally. Bar:iers remain high in agriculture and 
services, sectors in whIch we are highly competitive. In agriculture, for example, bound tariff 
rates average about 50 percent around the world compared with !e&s than 10 percent in tbe 
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United States. A ver.ge fdod and related prices in the EU and Japan are 34 and 134 percent 
highe:-, respectively, than l,n the Ur.ited Stlltes', Moreover, the system of commitments and rules, 
though much improved, still requires further strengthening. And, much work remains to be done 
to ensure thai developing countries - including the least developed - obtain the market access 
ar.d technical assistance they need to realize the benefits that ir.temational trade Can afford. The 
United States is also committed to putting a "human face~' on the globa: economy. 

For these reasons, the United States is proposing to launch a new round, bst:ng no more than 
three years) that focuses on market access in services, agriculture, and industrial products, It is 
also seeking immediate tariff cuts in eight key areas, agreement on transparency in governme.nt 
procurement, extension of the prohibition on e-commerce duties, and an agreement to make 
additional inforrnati~n~technology products tariff free. The United States also sees the need to 
st:engthen the \VTO's relaEonships with other international organizations and to make the WTO 
more open and accessible. The United States has sought to create a trading system that spreads 
the benefits of trade as widely as possible. both across and within countries, and is supportive of 
COTe labor standards and the environment' Thus, the United States is: 

• 	 Seeking to bring more nations into the trading system and ensure that developing countries 
fully benefit. The United States will work to· give the leas: developed countries greater 
access H> global markets. The Uni:ed S:ates is a:so proposi:1g measures '.:0 provide technical 
assistance on impiementing trade polley and strengthening institutions in developing 
countries responsible for trade, labor, environmental, and other policies that influence the 
gains to living standards from trade. 

• 	 Proposing to establish a WTa Working Group on Trade and Labor in Seattle and enhance 
the institutional links between the Inte::1:;ltior.al Labor Organization (ItO) and the WTO j by 
gnmting the ::.0 obsen'er statt;s at the wro. ' 

• 	 Pursuing opportunities that can both open markets and yield environmental benefits, such as 
eliminating fishery subsidies that contribute to over~fishing and'eliminating tariffs on 
'environmental goods; seeking to strengthen cooperation between the WTO and international 
organiz;1tlons dealing with cnvironrneiltal matters like the UN Environmental Program, 

• 	 Corr,:n:tting to conduct a U.S. environmental review of the likely conseq'clences of~he Rot.:!ld 
and proposing that the WTO Trade and environment Committee help identi,fy environmental 
implications as the Round proceeds. 

The WTO provides its members with soniC of the conditions that are necessaiy for successful 
economic perfonnance, but the benefits it ~onfers are not automatic. To fully realize the benefits 
of trade, it is necessary to adoyt complementary domestic policies, such as those to help ensure 
that displaced resources are successfully t't:~e:npJoyed" This requires eff:.'Ctlve mechanisms that 
help workers, fanners, and fi:ms adjust to change when need arises - though economic studies 
typically find that trade is a small factor in overall job displacement. The Clinton Administration 
has made opening markets at home and abroad a major pillar of its economic strategy, but it has 
also adopted the complementary policiesiof investing in people and fiscal prudence. 
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I. Overview 

The U.S. economy looks to the future n'om j] position of strength, due in no small part to its 
QPClllleSs and flexibility. U.S. tariffs arc anxlDg the world's lowest, avcrnging only 2,8 percent 
on internationally comparable temlS. The Lnitcc S:a~cs is also the world's leading trader in 
goods and services, accounting for about 14 perce;]l ofworlc exports and about 16 percent of 
imports. Americans benefit directly from opel'. markoHl. U.S. producers: benefit from expons of 
high-tech manufactures. agricultl:re, and services, among other products. U.S, workers enjoy 
higher paying jobs and U.S. consumers enjoy lower p:-iccs and more product variety. 

For over half a century the muliii:iteraJ trading system, first consisting of the General Agreement 
on Tariffs and Trade (GATT) and more recentlY the World Trade Organization (WTO), has 
played a key part il: meeting U.S.' trade jiolicy objccth'cs. 11 has reduced barriers to trade. . 
strengthened the n:le of law, and encouraged economic development mtcmational:y. TIle pos:­
WWll period has seen exceptional growth 111 mueh ofthc.worid as the global economy has 
become increasinglY integrated. .- ~ 

\Vhi1e its achievements have been considerable, the lradmg syslem remains a work in p:ugrcss, 
'A new round offers opportunities to enhance market access, improve the functioning oftbe 
WTO, more effectively integrate labor and environmental considerations l and ensure that the 
benefits o[t,ade are shared.more widely. 

America Bt:nefits from Market l,iberalization 

On the threshold of the 21 M Century. two related fea:ures 0: C'1C US. eCOri01i1Y aiC particularly 
striking. First, it has never been more prosperous and, second, it has never been as integrated 
i:1to the world economy. The U.S. economy provides its eitizc:r:s with living stn.ndards that are 
higher than those in many other major i:ldustrial economies'- measured In lerms of purchasing 
po~ver, per capita income in the United Slates is 27 percent higher !han in Japan and 41 percent 
higher than in Germany. The U.s. economy is able to ?mvide such high living standards, in part, 
because Americans engage extensively in intemational trade. As an indicator of its size and 
scope, U.s. trade's value relative to U.S. GNP has been almost 25 percent in recent years, the 
highest it has been at any poin: in tbe pastl:undrcd years. 

• 	 On average, Americ<lns export about 11 percent aLall the goods and services they produce 
and lmport about :3 perccl:t of all they consume. 

• 	 Many higb-:cch U.s. clanutacturing ll~dustrics, slIch as computers and electronics, export 25 
percent or more 0:t~e:r total sbpments; U.S. \-",heat and rice growers export ovc:- 40 percent 
of their total production. 

• 	 The Ul1i~cG S:3.tcs is the world's ic<lding services exporter,. accoun:ing for over 18 percc:1i of. 
~I;I commt.:rciul service exports. 

• 	 Recent studies provide evidence of substantial \vage advantlges in jo':Js SUPP0l1cd by goods 
exports - on the order of 15 percent. 
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The \VTO Promotes Market Opening 

Amenca gains most when other nations lower their irade balTiers as \ve reduce QUrs. Indeed, as 
one oflhc \vorJd's most open economics, we bavc a particular imerest in promoting liberalization 
abroad. The system ofhinding commitments first established ill the GATT .:tnd now advanced 
by the WTO has provided a framev,:ork fo:-libc:-alizution. Consistcilt with U.S. goals for an open 
multilateral trading system, the GAIT was founded in 1948 on principles of ]'(!ciprocity and non~ 
discnmination. On this basis, it has been extremely successful in opening markets. 

• 	 At the end of WWll, the average tariff on industrial products in developed countries was 
about 40 percent Today, the average is about 90 percent lower. 

The Uruguay Round, concluded in 1994. reduced tariffs on industrial products'and extended 
agreements to previously neglected sectors. such as agriculture, textiles and clothing, and 
scr't'ices. Recent economic studies evaluate potential gains from the Uruguay Round, but capture 
only the effects ofcertain conceptually quantiiizlblc features. namely reducing tariffs, reducing 
export subsidies. and eliminating quotas o'n some goods. They do not capture gains from 
provisions for services. dispute settlement, and intellectual property_ 

• 	 Recent studies of some potential Uruguay Round benefits estimate that annual global income 
could rise $171 billion 10 $214 binion upon full implementation, in 1992 clolla~s; for the 
United States alone, the gains could amount to $27 billion to $37 billion each year, 

Post-Uruguay Round negotiations yieided additional market access commitments in f'inancLal 
services,. basic telecommunications services, and information technology. opening up new 
opportunities in some areas in which the United States is highly competitive, Growth in U.S. 
exports of private services point LO potential gains from market opening. 

• 	 Since 1994, U.S. financial service exports have grown. on average, by 24 percent annually In 

nominal tenns, U.S. insurance service exports have grown by 14 percent, and US. business, 
technical, and professional service eXiJons have grown by 12 percent 

The \VTO Promotes tbe nule of Law 

To fully realize' the benefits oftradc, however, requires marc :han agreement to reduce barriers. 
Sustaining support for the trading system also requtfC:s rules that are credible and equitable. For 
fimls to undertake the neceSS<1ry investments to ser ....ice foreign markets, thcy need to believe that 
new barriers will not be raised and that Old ones will not reassert themselves, To rely on foreign 
suppliers, buyers need to believe likewise that market access \"ill not be disrupted, Traders need 
assurance that comnlitl11cnts will be binding and 1hal markets wilhemain opcn in ihe event of 
changed circ.umslanccs. Moreover, the rules should ensure that governments play filiI' - that they 
not seek advantage f~Jr favored interests by suhsidizing their producers or pnssing.rcgulutlons 
that unnecessarily distort internationai tratie. Fatmcss also requires :hat the gains from trade arc 
shared widely and do not come at the expense orcore labor standarcs or the cnvironl11cnL In so 
doing, the WTO must strike an appropriate bal.met:: hetwcer. the needs of the trading system and 
those of sov~3reign nations. The WTO Agrcements do not and will not preclude the United States 



/i'Olll cS1ublishing and maintaining its own l(lws~ impair the effective enforcement of US laws; 
or Ii!))!! the ability of the United States to sct and achieve its environmental, labor, health, and 
safety standards at the levels it considers appropriate. Thr(JlIgh consensus, the WTO has done 
much to achieve both credibility and fairness. 

• 	 WTO rules allov,,' na~ions to take ahti-dmnping measures, countervailing-duty measures, and 
action against import surges, provided they follow certain procedures. The United Slales has 
used its own WTO~consislcnt trade laws 10 combat unfair foreign practices and to provide 
safeguards for domestic producers. 

• 	 The WTO provides an improved framework for resolving disputes, It has proved extremely 
useful to the United States. which as a complaining p.lrty bas so far prevailed in 22 out of 24 
cases) having fiJvarably settkd 10 without litigation and having won 12 in litigation. 

• 	 The WTO provides rules for protecting inteilcc('.Jal property rights. For the United Stutes, 

one of the world's most innovative nations, such rights convey substantial value. In 1998, 

U.S. exports of royalties and license fees amounted to about $37 billion: 

By and large, WTO mcmbc!"S ha\'~ adhered to their commitments, The sustained trend mwards 
market libcralizutlon over the postwar period and the maintcn;.mce of commitments not to raise 
barriers even in the face of intem'utionai financial crises, stand in sharp contrast to the trade 
policy experience during the inter-war 'period, 

Tile \VTO Extends the Benefits of Trade and Encotlr4tges Growth 

The United States has long advocated the use oflhe multilateral trading system to promote 
economic development internationally. The success of the trading systcm and its value in 
reinforcing market~orjemed dcvciopmcnt strategies has become incrcasingly appreciated over 
time. Between 1989 and 1997, developing countries increuscd their shure ofworld trude. 
Originally dominated by the developed counlries, participation in the mul:ilateral trading system 
has grown as others have sought inclusion. Today, the WTO has 135 mc"mbcrs and another 32 
nations are seeking accessIon" This allure of the trading system supports the view that 

. intcfnalionallraue IS Hot a zero-sum game. Both the United Stales and its trading partners rcap 
the benefits, In fact, the shared aspect of the gains fron11radc, bet','Jccn trading partners, is a core, 
principle of economics, However, not all WTO members are currently weB positioned to use the' 
system effectivcly. Some of its least developed members lack the necessary institutions and. 
infmstructure to rcap the full benefits of trade - in those cases, capacity building and technical 
assistance, >;.:ouploo w:th market opening, could help sprcau the benefits. 

The U.S. Agenda Meets the Challenges of the 21 S 
! Century 

The prospect of allother.round of multilateral trade negotiations provides new opportunities to· 
advance U.s. interests in opening foreign markcls, establishing lIII eflcclivc rule oflaw, and 
promoting economic development intemationally. Barriers remain high in agriculture and 
services, sectors in which we nrc highly competitive, tn agriculture, for example. bound tariff 

. rates average about 50 percent around the worid compared willi less than 10 percent in the 
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United Slates. A veragc food and related prices in the EU and Japan are 34 and 134 percent 
higher, respectively, than in the United States. Moreover, the system of commitments and rules, 
though much improved, still requires further strengthening. And, much work remains to be done 
to cnsure that developing countries - including the least developed - obtain the market access 
and technical assistance they need to realize the benefits that international trade can afford. The 
United States is also committed 10 putting a "hum;:,n face" on the gloosJ economy. 

For these reasons, the. United States is proposing 10 hmnch a ncw round> lasting no morc than 
three years, that focuses on market uccess in services. ugriculture, and industrial products. It is 
also seeking immediate tariff cuts in eight key areas, agreement on transparency in government 
procurement, extension of the prohibition on e-commerce duties> and an agreement to make 
additional jnfonnation~lcchnotogy products tariff free. The United States also sees the need to 
strengthen the WTO's relationships with other mtcrna!lonal organizations and to make the wIO·' 
more open and accessihle, The United Stales .has sought to create a trading syswm thaI spreads 
the benefits oftnldc as widely as possibie, both across .md within countries, and is SUpp0l1ive of 
core labor standards and the environment- Thus, the United States is: 

• 	 Seeking to bring more nations into the trading system and ensure that developing countries .. 
funy benefit. The United States will work to give the least developed countries greater 
access to global markets. The United States is also proposing measures to provide technical 
assistance on implementing tmde policy and strengthening instilutions·in developing 
countries responsible for lrade.labor, environmental, and other policles that influence the 
gains to living standards from trade. 

• 	 P:oposing to establish n WTO Working Group on Trade and Labor in Seattle and ClIhi.lllCC 

the ltJstiHltionllllinks hetween the Jfltcmational Labor Organif.<Ition (!LO) and the WTO, by 
gruntmg the [LO observer status al the WTO, 

• 	 Pursuing opportunities that can both open markels ..m~ yield environmental benciits, such as 
eliminating fishery subsidies that contribute to over~fishing and eliminating tariffs on 
environmental goods; seeking to strengthen cooperation between the WTO and intemational 
organizations dealing with em'ironmental mallers like the UN Environmental Program, 

• 	 Co.rnmitling to conduct a U.s, environmental review oflbe likely consequences of the Round· .. 
and proposlng that the WTC Trade and Environment Committee help identify environmental 
impEcations as the Round proceeds. 

The WTO provides its members with some of the conditions that are necessary for successfuf 
economic perfonTIaJ.lce, bUl1he benefits'it confers are not automatlc. To fully realize the hencfits 
of trade, it is necessat)' to adopt complementary domeslic policies, such as.those to help ensure 
tbut displaced reSOurces arc successfully re~employed. This requires effective mechanisms that 
help \vorkers j fanners j and £11111S adjust to· change vvhen need arises - tbough economic studies 
typically find tbat trade is a small factor in o\'erall job displacement. Tbe Clinton Administration 
has made opening markets at home and abroad a major pillar of its economic strategy, but it h3s 
also adopted the complementary policies of investing in peop1c and fiscal prudence, 
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n. Amcrica Benefits from Market Libentlization 

The United States approaches market liberalization from a position of strength in the global 
economy, partly because of its openness and flcxibiHty. US. tariffs on imports are among the 
lowest in the world, averaging about 2.8 percent on comparable tenns (Figure 1 ).1 And U.s. 
producers arc among the most competitive in many scctors, including high-tech manufactures, 
agriculture. and services. Today, the United States is more integrated into the global economy 
than ever before - it is also the world's largest trader. The United States accounts for about 14 
percent of the world's goods and services exports ,md about l6 p¢rcent of its imports.:'- Because 
the U.S. market is already so open, i: stands to reason lhat Americi:ms,wQuld have much \0 gain 
and relatively little to lose from additional muHilatcrallibcndizatloll" To date, the multilateral 
trading system has provided an effective forum for working Inward open markets, 

Figure]; Mean Tariff Raics \Vcigbted hy World Imports 1998 
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L:S. busines&es~ fanners~ workers; and consumers already benefit fro~n U$, pQlicies tbnt enable 

the frce flow ofgoods and services at the US. border and froni imernational agreements that 

provide access to foreign markets. U.S. businesses benefit direct:y'from export opportunities­

some mdustries. such as electronics and computer equipment, sell allcasl a quartcr of their 


, I In 1998, U $, tariffs lIveraged about 2.8 perci:::lt, weighted hy world imports; !mwevcr, the share of' lotal V,S, duties,' 
collected in totallJ.S. imports fOf consumption ....,;j$ oilly 2 rerccnl. Flgun: I provides only 1I partial indicatinn or 
('OImln:.:lI' op:.:nncss_ A ful: i:1tcr;ut:onai comparisoll would reqllire an unulysis of other mt'lISu:cs, sach liS 
tr;.mspan:ncy 'lUd non~t:trirfbafTiers that arc not reflected in Figmt! 1. 
t tJsmg dal;j fr(;m the World Trade Organization, 1111p:llwww.w!o.org(wto/statis!staLhtm (downloaded ~ovel:l£Y.:r 
1),1999). 1bt dllUl atc for world trade in goo<ls and commercial services, inc:uding ill!ra~eU 1:ade. 
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merchandise overseas, They also enjoy access to low cost inputs,.which makes them more' 
competitive domestically and intem3t;onully" Many U.S. farmers a:so ship large shares of their 
p:--Oduclion abroad, U.S. workers enjoy highcr paying jobs and U.s. co~sur::le:'S enjoy lower 
prices and more product variety, 

Amcri~a in the Glohal Economy 

In recent years, trade's share in U.S. GNP, has approached 2,5 percent, a record high for this 
century (Figure 2).3 'In 199&, U.S, goods and services exports and imports amounted to about 
$966 billion and $1,ll6 billion, respectively, On average, Americans exported 11 percent oCthe· 
goods and services they produced and imported 13 percent of those they consumed. Capital 
goods accounted for the largest share ofU$. exports, ubout 31 percent, followed by SCrY1CCS, 

then industrial supplies and materials (Figure 3a)_ Capital goods also accounted for the largest. 
share of U.S. imports. about 24 percent, followed by consumer-goods, then services·(Figurc 3b). 
The sectoral data suggest the importance of two~way trade within industries. The United Stales 
is 'Competitive across a wide range of industries~ in part, because'U,S, linus have access to low~ 
cost components, resulting in lower production costs, 

Figure 2: U.S. Trade as a Percellt of GNP 1900·1998 
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1 The S!larc ortmde in GNP provides.a figurative bcm;hmark. While CXpoHS come out ordomestic production, 
:mporlS supplement domestic consumption. ' 
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More detailed data on U.S, trade in manufactunng j 'agriculture and services provide even more 
compelling evidence of the extent of US. l1l!cgration in the globaJ economy and the value of 
open markets. For a variety of products - ranging from computers to wheat - access to global 
m3:rkets contributes substantially to U.s. prodnctio:l.and consumption. 

Mauujiu:turillg industries I.lre fsigllly integrated. A comparison of trade, production, and 
c:onsumpi:on data suggests substantial 1::t1ematiomtl integration in a number of industries. and an 
outwarc orienlalion in high·tcch manufacturing. On average, exports accounted tor about 15 
percent ofshipments in manu racturi ng and Imports accounted for about 19 percent of 
consumption in 1996. Ranked on the basis of export shares, industrial and commercial 
machinery and computer equipment, electronic and other electrical equipment and components, 
and measuring, analyzing, ;llld controlling insthllncnts r~tcd highest (Table 1)" In each of these 
industries, C;(ports accounted for roughly 25 percent or more of G.8. firms' tolal shipments. 
Ranked 011 the basis orimpon shares, leather products, apparel, arid miscellaneous manufactures 
rated highest - imports accounted [or at least 39 percent of domestic consumption in each 
lI1dustry, But, imports also accounted for a significanl share of consumption in eicclronic and 
other e1cetri<:al equipment mld components'and'in industrial and commerci~l machi;tcry ltnd 
computer equipment - roughly 33 percent and 34 percent, respectively. As above, tbe data oe·, 
industri~11 <Illd commercial :nachincrj and computer equipment suggest the importance oftwo~ 
way trade. A closer looi< at more recent 1998 data on U.S. trade, production, and consumptio:1111 . 
compulcr cqtlipmcnt provides further evidence: 

''Yo 
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Table 1: U.S. Manufacturing Trade as a Percent of Total Shipments and Consumption 1996 

SIC Exports as a 1mports as a 

Code Product Description Percenlof Percent of 

Shipments Consumption 

20 Food and Kindred Products 6.82 6.14 
21 Tobacco Products ;7.09 0.96 

22 Textile Mill Products ;000 l1A2 
23 Apparel and Other Finished Products Made From Fabrics ... 10,43 39.1 I 
24 Lumber and Wood Products, Except Fumiturc 7.62 11.96 
25 FurnitufC and Fixtures 5.63 15.05 
26 Paper and Allied Prod:.Jcts 9.02 9.37 

27 Printing, Publishing. and Allied Industries 3.19 2-12 
28 Cher.1icals and Allied Products 17.73 13.73 
29 Petroleum Refining and Related Industries 3.98 9.80 

30 Rubber and Miscellaneous Plastic Products 8.26 10.10 
31 Leather and Leather Products 23.46 70.97 
32 Slone, Clay) Gla.'.Is~ and Concrete Products 559 10.% 

33 Primary Meta! Industries 13,(>9 19.66 
34 Fabricated Metal Products. Except Machir:ery and Transportation" 7.72 8.76 

3S industrial and Commercial Ylachi:1cry and Computer Equipment 32.14 33.92 
36 E;cctronic a.'1d Other Electrical Equipment and Components .. 25.)5 32.65 
'" Transportation Equipment 27.30.:.! 21.45 
38 Measuring, ~nalyzing, and Controlling Instruments .. 2472 22.08 
39 Miscellaneous Manufacturing Industries 16.31 47.25 . 

All Manufacturing 	 15.18 19.21 

Source: US. Department of Commerce, International Trade Administration 

• 	 1n the (,omputer industry, including computer hardware and peripherals, C.S. exports 
accounted for about 43 percent of domestic prouacers' total shipments and imports accounted 

4for aboat 58 percent of final and intemlediate domestic cons<lmption.

• 	 According to a recent rcport) more than 60 percent of the hardware value of a typical U.S. 
personal computer system is made up of floppy and hard disc ,drives, video cnres, multimedia 

4The compt:.~er indt:.stry is defined hClc as SlC 3571,3572,3575, and 3577. The data arc fro:u a rcport prcpi\;ed by 
lilt: !>.1cGraw· lUI Companies and the U,S. Department ofCmnmerce, lntemational Trade Admin:s!ration, U3 
industry and TfUde OutlOOK '99 (1999), p. 27-5_ 
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kits, monitors. mother boards. mouse dcvices, powcr supplies, and random access memory 
imported from Asia.' 

Forttlt!rs export large slUJrcs ofJ}rmiuctiOlt. Here also, the data show-that Americans benefit 
[ron1 opportunities to sell their products intcmationaHy. In 1998, U.S. agricultural cxpo:",:s 
;ota1OO about $54 billion, accounting for roughly ;J. quarter 0: cash recelpls.6 However, for many 
bulk commodities. high~value products, and horticultural products, the share of production'so!d 
as exports was considerably hIgher. l.:.S. whea! and ricc growers exported over 40 percelll of 
their productiOJ~, C.S. SU:10owcr seed oil producers ~xpor1ed over 80 pc:-ccnt of their pr'oduction, 
and U.s, almond growers exported over 70 percent.: . 

SerJ'icc e.x:ports hUl'C grow" dramatically. Tbough :yp:cal1y "'sI11311" rdative to total inuustry 
production, U.S. exports ofservices have gro\'ln dramatically. providing'further evidence of tile 
increasing importance of global linkages. U.S. servIce exports have grown as a share of 
dQmc5-tic production of services (Figure 4) ..They have also grown as a share of total expot1~. 

• 	u.s. service providers have almost tnpled thetr share of export-related production over the 
past five decades. In 1950, only 2.2 percent of U,S.~produccd services were cxpor1cd~ in ' . 	 . 
!998, that share was about 6 percent 

• 	 Over the same period, U.S. service cxp0!1s have generally grown more rapidly than 
merchandise exports. As u result, their sbare of to lui U.S. exports has lI1creascd from about 
17 percent in 1950 to about 29 percent in 1998. 

• 	 The l:nited Stales is the world's lcadinli services exporter, accounting jor over 18 percent of 
all commercial service exports in 1998. Among the leaders were travel services, 
transportation services, royalties and license fees, business, professional and technical 
services, and financial services, togcthc:- accou:1ting for about 78 percent of all U.S. privute 

, 9
servICe exports. 	 . 

51bid' j p. 27~1 
(I Data are from Ihe U.S. DcpllItmell! of Agrit:ulturc, Foreibn Ag::-i.cul;ural Serv:ce (.bly 1999); reporting exports as u 
share (Ifcash receipts less gove!'llnl!.:r.t payments, . 
'Data me from the U.S. Departmen! of Agriculture, Foreign Agricultural Service (July 1999); reporting esports a5 a 
share (If domestic prod'Jc~ion, uSlllg 1996·98 il\'eragc volume. 
! Sec W1.1dd Trade Organizatlur., http://www.w\().org/wlo.lst:tlis!p~crelcase.h\lll (downbudcd Oc\ub<:r 2l,' 1999), 
.; Royahies and license fecs includes some receipts. such as those from woks. records and !apes and hrtfUdcasting 
and ret;ording {,[live events, Ih:1I could be apportioned to spcclfie industT\I'!$,.·Within the category ofhusiness, 
profC$sional, and technical services, the leaders are cons:ruclion, engineering, l.!lchitectl.lwi, and mining servICes; 
inslailaiio)l, maintenance, and repair of cq;llpmcni; legal services; uperatkmallcasing; and computer and datu 
processir.g servi::es - [og.ether accountir.g fo( alrr.os! 60 percent of nll-U,S. expnrts ofbusillCSS, proCessional. and 
technical ~rvlces. Sec U.s. Department ofCorruncn:e, Economic Statistics Administratioll, Buteau nfEconomic 
Ana;ysis, Survi,y ofCurYcfII Busitwss (July 1999), p. 102 and {Ocmher 1999;, p. 64. 
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America'5 trading partners are located around the world - in Europe, Asia) Latin America, a.nd 
Africa - but they tend to be concentrated in deveJoped and neighboring countries. Canada is 
America'5 top ranking partner, accounting for about 21 percent of merchandise trade (exports 

. and imports combined), Measured on the same basis, the EU is a very close second, accounting 
for just over 20 percent oftbe toWl, followed by Japan, accounting for just over 11 percent, then 
Mexico, accounting for just under 11 percent. In aggregate, non-OECD countries account for 
about 31 percent of U,S, lrade, though the least developed countries account for,a small share­
less than one percent of the total. 

Although the U.S. ec-Onorny is "open," in the sense that its average tariffs afC among the world's 
lowest, the United States - by virtue or its size and its distance from many m'0or markets - is not 
as dependent on trade as many other nations. ToW] trade's sharc in U.S" income is about 25 
pcr.,;"cm - wen below total trade's share:n wor!d incol~lc, ubou1 46 percent. As a result, one 
might argue that the United Stutes bcltcfi:s frol-:l trude rcliltions with countries in Europe, Asia, 
Latin Amcrka, and Africa, whHc renwining relatively buffered from adverse global events by 
the strength of its domestic markets. We sec evidence of. our resilience in the j'ccent financial 
crisis,,\vbcrein poor economic conditions in Asia aml.clscwhcrc led to lJ tcmporal)' (eduction lJ:l 

dcmund for U.s. cxports and contributed to a rise in our curren! account deficit Although sume" 
sensitive sectors of the U.S. economy, illcllldi1~g jlllrlS of manufacturing and agriculturc, have 
been adversely affected by ~his intcmational slowdown, our Qvef<!11 economy has becn able to 
sustain robust growth a~d maintain full cmpioymenL 
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Trade Raist!s Li\'ing Standards 

We have seen that America has low trade barriers and is heavily involved in the global economy, 
but the question remains as to how we benefit htternational trade raises U.S. living standards by 
improving the effideney with which we allocate resources and enhancing our produclivity.1U 
Through exports, the expansion of intemationaUy competitive sectors boosts incomes and large­
scnle production reduces costs. At the same time, the availability of imports increases buying 
power, improves consumer choice, and helps stave off inflation. 

In his famous treatise, The Wealth ofNations. Adam Smith pointed out the economic benefits of 
specialization and the degree to which these benefits depend all a hlrge market The founding 
fathers of tb(:'Unitcd States revealed an innate appreciation of tbis Insight when they enacted the 
Constitution. In particular, they explicitly prohibited states from restricting trade with other 
states, This prOhibition is arguably the most effective free lnlde agreement in history, 11 
established open trade among the sta:es, creating a large i:llcnw.1 !Burkct that has helped to makc 
the United States onc of the richest economics in the world, Because they can li'eely sell their 
products on this large market, Californians can produce morc winc thali if they could.onlY to s~lJ 
in their own state, Likewise, fanners in Kansas Can grow morc corn and factory workers in 
Michigan can build more automobiles. As a result of these .tctivities. all Americans enjoy less 
expensivc wines, com, and automobiles. 

Today; we take our open internal market for granted. Few would likely argue that the East or 
West of the United States would benefit if a bamer prevented trade between them. Yet the case 
for free'international trade is fundamentally the same as the case for free domestic trade. Access 
to large, diverse markets pemlits specialization and specialization yields gains to producers and 
consumers. Open trade al10ws Americans to eam higher incomes than ifthcy sold only at home. 
It also altows them to buy an array ofpro~ucts that is less expensive and more varied than if they 
could only purchase domestically. Intcmational competition also exposes U.S. inrillstries to 
foreign technologies and stimulates them to become morc inventive and productive, 

However, it is important to remember t~at the internal market works. in part, because an 
crrcctivc mh! oflaw !S0verns domestic transactions. Hath of the 50 stales cnjoys tom:iderable 
latitude in setting i1s own local policies, but an overarching system of federal rules .md 
gllidelines m:sllres openness across the country. Much in the same way, the multilateral trading 
syslcn~ encourages trarispal'cnt and predictable rules of conduct. 

C()unlrie~' gt1h~fnm' spcciolizo(/tHf, \\/hCrl a country produces and exports those goods and 
services thut it em produce relatively inexpensively, and impor;s those that are rcJiltivcly 
inexpensive to produce abroad, that trade can improve standards of ljving on both sides of the 
transaction.) 1 For example. the United States, with an abundant supply.ofhigh~skilled labor and 

\0 The discU5Si<J!ls of Spcciaiiz(l1io!l, .::ompetition, and produ'clivity thaI follow dmw from the Economic Report oftile 
President (Washington, DC: Februury \993), pp. 236·23.8. 
II A cmllltry's relative strengths, Le., hs comparative advantage, derives in part fwm its "naturnl" endowment of 
resources, such as capital, labor, and lund. But olher factors - including a coumry's domestic policies - are also 
impor1::mt. 'nlt:y can affect both the quantity and quality of its resources. 111e U.S. economy, for example, benefits 
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capital, can produce financial services at lower cost, relative to olher products, than Can most 
developing countries. Costa Rica. with an abt:ndant supply oflow-skillcd Jabor and appropriate 
growing conditio:is can produce coffee Htlowcr cost, relative io other products, than Cali :hc 
United States. 1,0 this example, lhe United Slates wot.:ld benefit from p;oducing and exporting 
financial services and importing coffee; the reverse is true of Costa Rica. Through 
specialization, each country pUIS its rcsoumcs to use where they CUll generate the most economic 
value. Thus, when countries open their borders to trade, or rcthlcc existing barriers. they 
reallocate resources to the uses in which they will be most profilable. 

Competitiull enhances producrivUy. Foreign cornpetition gives domestic finns an incentive to 
mise their productivity. Unlike other one-time ga:ns, these gnins arc reclining.12 Once 
competition is introduced, it leads to u c)~cle ofp:-oductivhy improvcments and quality 
enhancements that contit)ue to benefit the economy indefinitely. Studies of the United States and 
Japnn find a positive relationship betwccn imparl growth and productivity growth.13 TrJde can 
also Increase growth by improving the now of knowledge and tnms[cr of technology. With 
protection ofintellcctual property rights, foreign competition can promote research and 
development and lead 10 innovatlon - in both new products and new production processes. 

E.\'port~ provide clear helle fits, By selling overSeas, {inns C>JIl increase their sales and c<II1:ings, 
In response, production expands tlnd more Americans are drawn into jobs in the most productive 
and internationally competitive sectors of our economy. In 1994, tbe total number of U.S. jobs 
supported directly and indirectly by manufacturing exports was one in five,l4 In agriculture the 
share was one in three. Since that time, U.s. goods exports as a share ofU5. goods production 
has risen, Access to larger markets can also reduce costs and increase innovation. 

• 	 Tile expansion olintenwrionally compefitive sectors boosts iucolln:s. Recent studies provide 
evidence of $ubsttmtldl wage advan:t!gcs in jobs supported hy goods exports ~ roughly 011 the 
order of 15 percent One such stuuy indicates that wage premiums for exporting plants range 
from 1 ;:,5 to I g percent on average for pbnts of all sizes, locations, and industries,15 Another 
study finds that the wages of all production and related workcrs',lnjobs supported by goods 
exports were 13 percent higher than the national average, und the \vages qf 'workers in jobs 
supported directly by those exports were 20 percent higher. It> ' 

nom ;1[1 abupdau: supply 'ofhlg1H;killed lab!)r. Hi>W\:V;;f, such skills are uo! confcncJ by n;;;Ju;e, mIller they arc 
confcm.-rl by educaliotl and training. . 
;: Among ~he one-time gains, foretgll competition can provide incentives for (inns to reduce their prices in 
previously Mu-compcthke markets. For exantple, foreign competition. including the threat Qfforeigu competition, 
call. help dilule domestic mOll.o?Qlies,. • 
13 See Robert Z. L:l'.l.'rence. ''Ones:1 Kick in the Pants Gel YOll Going or Docs Jt Jt!~l HlIrt? Toc Impac1 (If 
In!ernation;:1 Co:npclilion O!i Technological Change in U.S: Manufacturing," tlllp\lblishcd draf: (July 1999) and 
Robe:'! Z. Law~ence and David E. Wcmstcin, ''Tr~dc and Growth: I:-nport-Led {J~ Exp<j~t-Le:d! E\'itlt:rlcc from Japao ' 
.md Korea," NOEl{ Workir!g Pap(:r No. W72G4 (.lilly 1999): . ~ 

14 Sec Lester A. Davis, "U.S. lobs Supported by Goods ar.\.!. Services E"p;,ds, 19SJ~94" (U.S, Depmirnenl or 
Commerce, Economics tmd SUtiStlcS Adminisl~a:io:l, Washing!on, DC: Novemher 1996), p 3. 
IS See). David Richardson and Ka:in Rimial. "\l,Ihy ExporlS Matter; Mord" ('Ine Institute for Intema:ionn! 
Economics and The Manufacturing lnstilu!c, Washington. DC: february 1996), p. 9 
10 See LeslcT A. Davis, pp. iit and 1·E. 
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• 	 Large~sca{c production reduces amI spreads cos/so The cco,!omies of scale achieved by 
selling on world markets lower the costs,of production and increase the returns to inmwatlon. 
For somt: goods, such as automobiles, Ihe average cos! ofproduction falls as morc of the 
good is produced - hel}ce, the larger lhe market, the lower the cost As a result, U.S. 
producers become even more competitive and U.S. consumers enjoy lower prices. 
Morc<n'cr, the ability to spread the fixed costs of research and development across a larger 
sates volume allows globally competitive fim)s 10 be more innovative than those confined to 
selling in smaller domestic markets. 

Gailts/reml Irade a/so come from imports, As a result or imports, consumers enjoy lower 
pnccs, h:ghor effective wages, and greater product selection. lmpor1s may 01;;'0 lead to increased 
competition and faster productivity growth, Recently, Ollr ability to lmport has also provided an 
antiwinflationary safety valve - helping us to combine lov., inflation. steady growth, and high 
rates of employment. 

• 	 lmpo~'rs increase htlying power, .The ability lo buy less expensive foreign products is an 
important complelnent to faster productivity growth in raising living standards and boosting 
real wages. Today, a doBar buys 11 percent more imported goods and services than it did in 
1995. And, over the same period, nominal average hourly eamings have risen from $11A7 
Lo S 13.31, Taken together, these two facts imply that by working an hour, the typical 
production worker can now buy 28 percent more imported goods and services than in 1995, 
Morcov(>f, foreign competition creates incentives for U.S. businesses to prIce their prOducts 
more competitively. 

• 	 Imports improve consumer choice. lUiports increasc the variety of produc~s and allow 
cOnStllllcr::. to huy products that arc more precisely malci](,'{j to their taste. Because n'llIrkcts 
arc open, U's. consumers can choose :'rol)1 seemingly countless models of 4-door sedans, 2­
door hntdibaeks, sport utility vehiclcs. lInd pick~llP trucks; they can also purchase tropical 
fruil .. l1 )'ei1:~round ... lmports,may also cOlltribute (0 higher productivity by giving producers 
access to a wider array of inputs and equipment. The U.S. computer industry is among the 
world's most competitive, in parL because it can combine U,S, software and microprocessors 
with other components made in Asia and elscwhere. 

• 	 Imports stave offinflaiion. Recently. impons have provided an nnti~innatlonary safety.valye, . 
Many economists ascribe some pan orthe recent quiescenl perfom13nce of inflation to our . 
ability 10 draw on global capacity. They believe tbat this allows the economy to achieve 
higher levels ofemplo)'lTJent \vithQut igniting inflation. This has allowed the Federal Reserve 
more leeway to keep interest rates Jow, which may, in tum~ have contributed to the current 
low m!e orunemploynJenl. 

Specializafitlll n'lJuires adjustments. The;gains from trade urc not zero-SUJll, in that one country 
docs not "win" at the ex?cnse of anothcr, In·ract, thc shared HSpcct of the gams (rom.l.mac 
across cowitrics is n cen!r>d ienct of economic!;, NCYCl1hcless, by its very lim'Jre, sfjecializnlion 
invoivcs adjustments that !Hay create winncrs and l(lscrs within countries. 10 the race of open 
markets and increased foreign competi:ion, some industries within a country will expand and 
others may contract Adjusl:nents for businesses and workers in shrinking industries can he 
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costly and painful: Although economic studies typically find that trade is,a small factor­

roughly 10 percent or less - in overall job displacement, some workers may face short-tcml 

unemployment and others may even face pcmlancnt wage reductions if they arc unable to find 

camparable.1o " bS III " expand"IIlg sectors. 17 


Trade, therefore, presents domestic challenges. But the fact that trade produces additional 
income means that, in principle, resources are available to help those who are hurt either to 
adapt, by becoming more productive and competitive in what they w.ere already doing, or to 
switch to new activities. One way to help in the transition is to'develop programs that directly 
address the problems of dislocation. Another way may be to encourage trade, while limiting the 
pace at which change occurs. Such gradualism may be desirable under certain circumstailces, 
but attempting to prevent liberalization would be counterproductive. Permanent protection' 
inevitably costs more, in foregone benefits, than it saves. The key lies in an economy' that is 
sufficiently flexible and vibrant to meet the ch~lIenges of reaping those benefits. 

• 	 Domcsti(~ programs help workersjilldjohs. To address problems of worker dislocation­
regardless of cause - the Clinton Administratior} has developed new programs to assist in job 
search and training. These programs add to the assistance that is already available to, . 
displaced workers through the Federal Trade Adjustment Assistance program. The. 
Workforce Investment Act of 1998 retains a funding stream for dislocated workers and 
promotes customer access and choice through a one-stop service delivery system and 
Individual Training Accounts. The Administration has also ensured that lifelong learning tax 
credits and scholarships are availabl~ to assist workers in preparing for new jobs. Federal job 
and talent banks also provide new mechanisms for helping mi!lions of U.S. workers. On a 
single day in October I 999,.Americu's Job Bank posted over 1.3 mi!lionjobs; that same 
month, America's Talent Bank held over 400,000 resumes, 

• 	 The WTO Agreements (lnd U.S. trade laws provide cushions. For example, key features of 
the Agreement on Agriculture and the Agreement all Textiles and Clothing phase-in 
gradually over periods of six to ten years. The WTO Agreements also allow countries'to use 
certain fonns of safeguards to protect temporarily against import surges that seriously injure 
or threaten to seriously injure a domestic illdustl)'. The United States has invoked its oym 
safeguard provisions three times since the creation of the WTO, in cases involving com 
brooms, wheat gluten, and lamb meat. 

17 Data from the 19805 show that trade contributcd at most 10 percent of the observed displacements from 
manufacturing in the worst year of that decade. See Ecollomic Report oJthe President (1998), pp. 244·245. A 1994 
study of pot enti ;II Uruguay Round effects estimated that about 0.2 percent of U.S. work force could change jobs as a 
result of changes in patterns of trade. This compares with annual job changes for other reasons of JO percent or 
more for the workforce. See Susan M. Collins and Barry P. Bosworth, editors, .The New GA IT. ImplicationsJor the 
Ulliled Stmes (The Brookiogs Institution, Washington, DC: 1994), p. 2. A Congressional Budget Office report on 

. NAFrA concluded that the agreement would result in relatively little job displacement. The total number of jobs 
105\ would probably be wcllunder half a million, spread over at least a decade. By way of comparison, nearly 20 
million workers were displaced during the 19805. Sec U.S. Congressional Budget Office, A Budgetwy lind 
Economic Anulysis uJthe North Americlln Free Trade Agreement (July 1993), p. xv. 



III. The \VTO Promotes Rules·Based Market Opening" 

A comparison of trade and protection patterns, pre- and post-GATT, illustrates the importance of 
the multilateral trading system in opening foreign markets, establishing an effective rule of law, 
and promoting economic growth intcrnationally. Before the GATT, trade was highly susceptible 
\0 changes in economic and political circumstance. Barriers appeared during WWI and 
worsened during the inter·war period. Since the ~reation of the.GA TT in 1948, markets have 
becOl:ne increasingly open and integrated. Through eight successive rounds of negotiations, 
major industrial nations', tariffs on manufactured goods have dropped by about 90 percent, some 
non·tariff barriers have been brought under GAIT disciplines, more sectors have been covered 
more fu.lly by trade rules, and participation has increased nearly six fold. 

To what does the multilateral trading system owe its strength? Ultimately, it is to the belief of its 
members that their participation, including adherence to trading rules, is in their own self· 
interest. The WTO, which was established in 1995, reflects an agreement by eaeh of the 
members to constrain its own behavior in return for other members constraining theirs. Nations 
have voluntarily agreed to such commitments because on balance they are beneficial. In making 
these conimitments, nations are exercising, not giving up their sovereignty .. 

Moreover, the WTO has sought to strike an appropriate balance between the needs of the trading 
system and those of individual members. The rules, such as those for resolving disputes and 
setting standards, have become mor·e transparent and predictable, but they arc not \ .... holly 
prescriptive. They leave considerable scope for national autonomy and diversity. The WTO 
Agreements do not and will not preclude th~ United States frol11 establishing and r:naintaining its 
own laws; impair the effective enforcement of U.S. laws, including laws to combat unfair 
imports; or limit the ability of the United States to set and achieve its environmental; labor, 
health; and safety standards at the levels it considers appropriate. WTO panel rcp0l1s have no 
direct effect on the U.S. legal system and do not change U.S. law. 

For all of the reasons discussed, the United States, including its businesses,.·farmers, workers, 
and consumers, benefits substantially frolll trade liberalization. Though it can be difficult to 
separate the effects of liberalization from those of other economic and political events, economic 
models can be used to assess some of the effects of reducing tariffs, reducing export subsidies, 
and eliminating quotas on countries' trade,.production,.and income. Such models-partially 
capture the I~ffects of specialization and resource reallocation in goods trade, but are less adept at 
capturing the effects of changes in non-quantitative rules of conduct in goods and services trade, 
of improvements in product selection, and of some dynamic effects. On balance, they likely . . 
understate the long-term benefits of market liberalization. Moreover, as industrial tariffs in 
industrial countries have been so greatly reduced, trade negotiations have increasingly focused 
on· services, nOIHariff measures, and changes in rules whose benefits cannot be rcadily captured 

. in fonnal economic· models .. The scope of coverage of economic. effects captured in these 
models Illay in fact be decreasing due.to the changing nature of trade agreements. 
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The Trading ~:ystern Provides. a Framework for Libcruliz~ti()n 
, 

A comparison of trade and protection paHems, prc- and post~(jATT, provides compeiling 
evidence or the importance of the \VTO in promoting market liberalization and all effective rule 
aflaw, III During tbe first half of the 20th Century, tariffs rose and sometimes feU~ depending on a 
number of (heloTS (Figure 5). In the years preceding the GAIT, markets were susceptible to 
political rressures and protectionist interests, Since :he 19505, trade hU5 hecome increasingly 
open and the world economy increasingly integrated. The growth afworld t~ade has consistently 
outpaced the growth of world output (Figure 6). 

Figure 5: Average U,S. Tariff Rates 1900-1998 
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t! The u:$cus:.km of the history of world lrade ill the·first half of !he 201h Century draws heavily from DQuglas A. 
ltv/in, "The GAIT in Historical Perspective," American Economic Review (;'lllY 1995), pp. 323~328 und Douglns A. 
Erwin, "The Smoot-Hawley l':nif!: A QUllJltitative Assessme:l1.," 1'1:1.' k-C1-'i:;w ofECOfwmics {Ilid Smrisrics (1998), pp. 
3Ui':B4. Fm mOle on th<.l p:';wWW! period, set: ;rwj!l (1995), pp. 323-324. 
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Figure 6: \"orld Exports, GDP, and Tariff ..:sttmntcs Post~\V\VIl 
'5 1600 

40 1400 

35 
llOO 

World Real Exports 
30 Industinliud Countries' Avcragerar:iffs 0 

~ 

(right seale) 1000 0 
(left scale) , 

E 25 • ."", ,,, 0 " v ~ ,u , 80b 
"v 20 J -'" I0. , 

~ 

, X• 600 " 1 S ]
• ~I 

. 
400

10 _____' , World Real GD!~ 


___-----. (tight seu:c) 

2005 ~-:...----

, , , , , , . , , , ,0 0 
~ ~ ~, ~ ~ N ~ ~ ~ ~ ~ ro N ~ ID ro ~ ~ 
~ '" ,~ ,~ '" ~ ~ '" ~ N 

~ ,- ro ro ro ~ ~,~ ,~ ~ ~ ~ ~ ~ '" ro ro ~ ~;;; ~ ~ ~ ~ ~ ~ ~ m O~ rn rn m '" N 

rn m = = = = = = = = = =-
S'lurc~ F.xp91't a:xl C:)P dlua awe: (rom An2.us Maddison, Momwrmg lil" World Ermumlyl G1ll-JV91(lxvdcpmcni Centre 

cf the OI:(D 1<)9S). ;If!. tl1 r.m! 239. Tar'li estimates an: kmxl 00 Stoe<:ke! et ~I, We.Hern thldill!;: elOCJ(I900), I'Ip.1.;;, 

NUIC; GDI' atd Ctpofl Cla:a uc c)(lrnpollih,:d to 1997 1I~;flg data from 1M Wrnid Trude Organization, 


. - ­..

Markcts open 01 turn ofcenlllry. At the tum- of the 20 Century, Illiernatlonal trade was 

'governed' by a loose network of bilateral treaties, subject to most-favored I1ntion (MFN) 

clauses. Countries could alter their tariffs at wiJ1. For the most part, countries made use of 

tariffs, rather than other Conns ofmarke,t protection. For some cou'!tries, including the United 

States, tariffs were an important source of public revenue - roughly speaking, customs receipts 

accounted far about halfofU,S, government revenue from 1870 through 1910. Absenl 

imernational connict. this trading 'arrangement' \vorked reasonably well. Data on trade and 

income for the same time period suggest that markets were relatively open":' for a group of 1J 

major countries exports grcw morc rapidly than output. l '} , 


Trade harriers ri~'e lVitlt onset of wwr With the onset of\VWI, some cO:Jlitries igtroduced 
higher tari rfs; along whh import quotas and other norHarirrtratlc impediments, The trend did 
not reverSe itself after the war - coun:ries' border measurcs grew more onerous, Ilot less, Owing 
partly to the rise ofprotcctionisn'., world trade collapsed. In JUDe 1930, thc U.S. Congress 
legislated the Smoot-H~l\vlcy tariff to protect U.S. agriculture and other sectors, Other countries 

. followed, According to a recent study oflhc effects oflhe Smoot-Hawley tariff on U.S. imports 
and economic well being, the legislation led to an lllcrease-in.impol1 duties of about 20 perce:ll. 
on avcmgc, resulting in a 5 to 6 percent increase in the pnce of imports?3 Though it is difficult 
10 separate the effects of trade policy from those of the Great Depression, the relationship 

'" Irwin (1995), pp. 323-324_ The II major couqt."ies'are Austmlia, Belgium, Canada. France, Gennany, Italy, Jap:ln, 

Nom'uy, Sweden, the United Kingdom. and tne United States. 

;0 Im'in (1998), p, 333. 
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between world trade and output is n:vcaling, Ofp<l:--ticular note ....VaS trade's failure.to keep pace 
with real output during the early stages or economic recover), ~ for the s:mlC group of 11 
coun~ries mentioned above, output was about 15 percent higher in 1938 than in t 929, but exports 
were about 15 pertent lower. l1 The failure ofintemational trade to j01n the recovery suggests 
tl~c significance of the lise in trade barriers. 

Multilateral trading syMeill emerges after WW/l, At the cnd'ofWWH. faced with the legacy of 
protectionism, the need fOT reconstruction, and the specter of CommU!:isn:, tbe Ul:ited States led 
:he caH fOT an open trading system. Thc'Un:ted States sought to secure tbe benefits or trade for 
itself and any other cOuntry willing 10 'play by the rules,' to promote economiC development in 
Europe ane ASI3t and to enlarge the scope oCtile market system to inc)ude as many countries as 
posslble_ In 1947, 23 cO'Jntries gathered in Geneva to redJ.:.ce trade barriers; the multilateral. 
trading system eventually emerged from these deliberations, bUl other discussions of a morc 
broadJy b~sed International Trade Organization did not move forwJrd, For nearly 50 years~ tbe 
GATT served as both a!1 ielemational agreement and an intcmational organization. Through 
s'Jccessive 'rounds' ofnegoliations, the GAIT succeeded in three important reg.ards: First, it 
established a rules-ba.<,;ed~Lrading system; second, It grea:ly reduced the tariffrates on industrial 
prodl,tcts; third, it drew in new participants (Table 2). 

http:redJ.:.ce
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Table 2: Eight Rounds of GATr Kegotiations 

, Years 
J947 
J949 

J95J 
J956 
J960-6J 

1964-67 

1973-79 

1986-94 

Place (Nam~) 
Geneva 
An:)ecy 

Torquay 
Geneva 

Geneva 

(Dillon Round) 

Geneva 


(Kennedy Round) 


Geneva 


(Tokyo Round) 


Geneva 

(Uruguay Round) 


Subjects Covered 

Tariffs 
Tariffs 
Tariffs 
Ta.riffs 
Tariffs 

Tariffs and anti-dumping 

measures 

Countries 

23 
J3 
38 

26 
26 

62 

Tar;ffs, non-tariff measures, J02 
311d plurilateral"framework" 

. agreements (also referred to 
as '~codes") 

Tariffs, non..'tariffmeasures, 123 
'new rules for services, 

intellectual property rights, 

textiles ar.d clothing., and 
agricuHure; creation of the 
WTO .and strengthening of 
tbe dispute set·Jement mechanism 

Source: The World Trade Organization, "Roots: from Havana to Marrakcsh," 

http;//wlNW.wto.orgiabout!facts4.htm (downloaded September 19.1999) 

• 	 .Rules promote fiur and open trade. Consistent with U.s, goals for an opcc ~rading system, 
the GATT was founded on principles of consensus, !"cciproe:ty) and non~discrimination - all 
participants were granted MFN status and their preduc!s accorded national treatment. Any 
concession granted to one partner would be granted to all partners and, upon entry inlo a 
country, all products would be treated the same :-cgardlc::,s oCtheir onglo. The same basie 
principles now apply generally to WTO members. 

• 	 indu:,;rriai tariffs decline dramatically. At the end of WWII, the average unIT on industrial 
products in developed countries was abo.ut 40 percem. The Genev,a·negoiiatlQns of 1947· 
involved 23 countries and resulted in 45,000 tariff concessions, direCting about o:lc·fifth of 
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the world's tradc,22 By the 19505, industrial (ariiTs in df.vclopcd countries averaged roughly 
25 percent1J Later rounds in Annec'y, Torquay, and Geneva led to further reduc:ions', By the 
late 19605, the average tariff on indus!rial prodects in developed countries fell to about 12 
percent By the end of the Uruguay Ruund phasc In, the average will be 3.8 percent, 

• 	 Parddpation increases nearly six/oid, Over time, the muliiiatcraltrading system has 
become lIicreasingly attractive to a widening range of participants. It has helped maintain 
stable truding retal;onships in the face of economic and political changes. The system has 
provided a forum to engage the EU <'.r.l! draw il: developing, newly industrializing, and 
transition economics. in 1947 there were only 23 "cont:acting parties." By the mid~1960s, 
partlcipalion hud risen to 62 countries, The Tokyo Round of lhe 1970s involved 102 
participants and the Uruguay Round involved 123 participants; both of these rounds included 
l~lany developing cour-tries Morc and more co:-mtries have been ab:c to reap the·benefits of 
open markets through oulward-oriented development stralegies. Today, the WTO claims 135 
mef!lbers and another 32 nations are seeking accession,2

4 

Recent Negotiations Purther tJ.S. Policy Objectives 

Throtlgh thc 1960s, the GAIT focused on reducing industrial tariffs. In this regard it was quite. 
successful, but the 19705 gave way to new and additional protections, including qy:otas, 
voluntary export restralots, :l.'1d other non~tariff measures. Moreover, some important sectors. 
such as services and agriculture, remained largely uncovered, Thus, the GATT began to tum its 
anention to l'lolHariffmeasurcs, sectoral expansion, and> to lesserextent, institul10nal refoml. 
The Tokyo Round madc less progress than some might have hoped. but laid the groundwork for 
more successful negotiatio!,s in the Lruguay Round. Although the Tokyo Round failed to bring 
agriculture into the GAIT, it gave risc to plurilaterai agreements or "codes" in some' arcas, 
including suhsidies, standards, impon licensing procedures, and government procurement. In 
niuny other regards, t;,e GAIT was also failing behind the times. Tr<lde in services and the 
p;otcctio!1 of intellectual property rights were bccomi!1g increasmgly important in the global 
economy. but the GAIT lacked adequate treatment of either issue The Vruguay Round made' 
significun! gains in many oi'lhese areas, thus helping 10 usher in a fleW era in intcmationaltradc. , . 

Uruguay Routld opens markets amI streJlg/hem' rules. The Uruguay Ro:.md brought more 
sectors more fully-into the multilateral trading syslcrn, strengther.ed the rules ofintcmational 
trade, and established the WTO in 1995 (Appendix) The Uruguay Round brought agricultt;;-e 
and textiles (:"Ind clothing f':10ro fully into the GA IT'and took 'first steps' toward liberalizing 
trade in those sectors, The Uruguay Round also crc£ltei.l 6e WTO, with its separate agreements 
011 s<:r:ices and inteHectual property, a more effective dispute settlement mechanism, and a 
'::milt-in agenda' 10 promote liber:.l1izmion between fonnal rOl~nds.:5 Beginning in 1995, the 

n See the World Trude Organlz.Jlwn. "RDotS: f~om Havana :0 Mrlrrakesh," Ilttr.:!iw",:'\V. wto.or,g,'::.boul/lhcts4JltIn. 

(down!o<idc:tl S';p:ember :9, !999 and last updated .!;n:uary 14, 1998). 

2} Andrew Stoeck,;:;, David Pearce, and Gary Banks, H\Vcstem Trade OIocks; Ganie, Set or !I.·latch fO! Asirl·PaciEc 

and tbe W m;d Ecooomy?"' (Cent]"e for btcmrltl(;lla~ Economics, i'u:.slraliw 1990), pp. 7-8, 

1. The 135 mcrnbers illC;U~': Estonia, Whl;;}; jOined lhe \VTO (~n November lJ, 1999. 

11 Some oflhe Un;guay RO·Jnd Agl(:ements se1 timctabic& (or fafJre work, including new negotiatim:s in some arc<.lS 

and assessmcrm afthe situation al specIfied limes in Glhers. See, :he World Tr<.\d(: Organization, "About the WTO, 

Beyond the Agrccmer.t£," http:!tww",:,wto oq;!lIbout!bcyond2,htm (downloaded S(:ptcmbc: 19, 1999 j, 
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GATT no longer acts as an intclilatiol:al org~mization - inlhis capacity it has been replaced by 
the WTO -- tbough it stt!! remains as an agreement on trade in goods, C:1dcr lhe auspices ortlle 
WTO, the GATT now stands next to the General Agreement on Trade in SerVices (GATS) and 
the Agreement on Trade-Related Aspects oflmcllectual Property RIghts (TRIPS)" Under the 
Dispute Settlement Understanding (DSU), a single dispute senlement procedure covers disputes 
among all WTO members pertaining to the WTO's multilateral ~greeme!its. 

Many key accomplishments of the Un.:g~lUy Round play directly to C.$, policy ?bjeclivcs and 
economic strengths. The Unite-d States 1m$. long recognized the imporlanee of n credible rules~ 
based system. both to open foreign markets and to spread the gains from trdde as w~dely as 
possible, The Uruguay Round ofnegotialions moved much further toward creating such a 
system. The United States is also a leader in many'areas, including higlHcch manufacturing. 
agriculture, and services, whiclfstand' to benefit from the WTO Agreements a:ld ongoing 
negotiations under the built~in agenda. 

Post~UrllguuJ' Round "egO/ia/foUls continue process. Thc built-in agenda called for further 
negoliations in agriculture and services and additional work in many areas. To dale, post­
Uruguay Round negolialions'nave yielded market aceess commitments in financial-services, 
basic telecommunications services, alid infoIT!:lulion technology, opening up new opportunities in 
areas in whieh the United States is highly competitive?!; 

• -Financial services, On December 13, 1997, 70 WTO members concluded negotiations on 
financial services. They agreed to the broad liberalizatiQ)1 of their banking, securities, . 
insurance. and financi .. l data sen'ices sectors. Based on recent estlrnalCs, the commitments 
apply to about $18 1rillion in global securities assets. $38 trillion in global bank lending, und 
:ahoLU $22 trillion in worldwide insurance premiums" This brought !o 102 the total nun:bcr 
of WTO members with financial se:,vice5 commilments. 

• 	 Basic wlecommunications scnifces. On February 15, 1997, the United States and 69 other 
WTO members concluded negotiations on basic telecommunications services, such as 
!clcphonc services. The agreement commits cOl:.nlrics to provide market access and national 
trealment to service sl~pplicrs from o:her WTO members. Sixty-five countries also agreed to 
a set of speei ftc pro-competitive regulatory principles, The agreement eliminates cenam 
restrictive practices. in countries that account for 95 percent of world telecommunications 
revenues. ~lmounting to about £600 biiHon in 1996. 

• 	 iJ!fimnwiOIl technology- On March 26, 1997,40 countries 'lgrccd 10 eliminate import ulities 
,and oth(:r charges on inro~ma(iolllechnoklgy products. mostly by 2000. Since 111at time, the 
number of participants'has grown. 1hc agrecment Ci)\'Crs global infonnation technology 
products such as. semiconduclors, telecommunications ctjuipmcnt, computers and computer 
equipmcnt, and software. Participants ~\ccounl for ovcr 90 percent of trade in this sector, ., 

2& Sumr:1ilry of rcsu;ls from the Ecr?!tiHllh. Re/Jorr o/the Pnwhleli! (1998), pp. 224-226,' and n'lIn the World Tr;;,dc 
Orhani:wti~;n, h!tp:ff\\~'w ,v..10.o:WUPoiH (downlolded S"'''Pte;ntler 19. 199<)}- Jiscusskms :Jill{) cmllinued on ".he 
!llovcment of lIa:ural perso-ns," i.e., thc entry and temporary Stay of pCfStmS for the purpose of pray,ding servizcs, 
and on maritime transpon services. 'nle fonner discnssions were completed In July 1995. achicving modest results. 
whlle fhe llltte. were suspended. ,. 
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Countries Gain from Lower Barden; 

The Uruguay Round continued the focus of the GATT on tariff reductiol~S, and extended 
agreements to previously neglectcd sectors. such as agriculture, textiles and clothing. and 
serVlces. Substantial breakthroughs were achieved in new areas, such a,<; trade-related aspects of 
intellectual property rights. Moreover, the creation of the WTO provides an improved 
institutional framework for resolving disputes and monitoring countries> perfonnance 1n the 
trading system, While benefits are expected from each of these accomplishments, numerical 
assessments are limiied 10 certain conceptually quantifiable features of the round, namely 
reducing tariffs, reducing export subsidies, and eliminating quotas on some industrial products, 
textiles and clothing, and agricultural products?' The assessments do not capture the gains from 
strengthened rules, such as those found in the dispute seulement procedure and the new 
agreem'ems on services and trade~rcbtcd aspects of intellectual property rights. Nor do they' 
~apturc short-term adjus.tment cests. 2!1 Although restricted in sco~c, these assessments provide 
estimates ofsome orthe potential benefits of the Uruguay Round.~9 They also provide insight as 
to the distribution of effects across countries and across industries within countries, 

Recent studies evaluating a narrow range oftne potential gains from the Uruguay Round, 
estimate that annual global income could rise by 0.7 to 0.9 percent or SJ7l billion to $,214 billion 
upon full implementation, in 1992 ·dollars.3o Most of these stu'dies sho,-\' gains accruing primarily 
to dcvc1()pt~d countries, perhaps not surprisingly, because many of their commitments urc more 
directly quantifiable, For the United Stutes, the annual gains could be about 0.4 to 0.6 percent of 
GDP, amounting to about $27 billion to $37 billion in 1992 dollars, Thesestudics also show lhat 
some developing countries stand to gain significantly, especially relative to the size of their 
economics. Although the projected gains for many OEeD countries, including the United States, 

2i Evcn m this rcgllld thc agscs~tncnis surfc:t c(l!lsiUc:•.:ble limllalions. None fully dcpiJ;:ts all ~EctO!$ of tht: U,S. or 
global economics. In particular, they provide: more stylized representations Qf some of the m;mura.;:tn!ing scctcrs in 
w!ilch thc United StaleS is highly c(lmpclitive. TIllS kind or"aggregatiol\ bias" may sigmficantiy understate the 
benefits o(Dlc agf('cmeut to the United StlltCS. Sec Hugh ,\1. Arce and Kenneth A. ReineJt. "Aggrcgali.:.n and the 
Welfllre Analys:s of US Tarifrs,":n journal ofEconomic Studies, Vol. 21, No_ 6 (1994), Pl'. 26·30. 
It As nQted. previo'Jsly, 11 ! 99<: s\I.:dy cs1imatc-c thai about 0.1 percent of U.S, work force could clumge jobs as a 
result ofdlU!tgcs III pntterns or trade, See SU5lln M. Collins and Barry P, Bosworth, p. 2. 
:9 )11e diSCUSSion b('low draws rrom the most reccn! revisions of four published modek nH:SC rcvisIons. based on 
the ticl'J:!} >commitments made by the countric:s in the negotiations, tend to proji.'c{ slightly lower £<Jins than 
prevIouslyeApected. See Ian Goldin and Duminique van der Mensbrugghe, " ..\ssessing Agricuhu(al Tarifflcation 
Ul,der the Umguay Round," Thomas Hertel, \ViU Manin, Koji Yunagishitr.a. and Betina Djm~ral1..n. "Liberalizing 
Manufactures Trade in a Changing World I~OnOll!Y:' Glenn W. Harrison, Tholmls F. Rutherford, and David G. 
Tau, "Quamifying the Uruguay Round," {lnd Joseph F. Francois, Bf<ldiey McDonald, and Hak411 Norosly6m, "The 
Uruguay Round: A !'\umcric<llly l1ascd Quantitalive Assessment," in The Uruguay Round ana tlte DevelopiJlg 
Countrics, Will Martin and 1.. Alan Winters, eds. (\l/orld Bank and Cambridge University Press, U.K.: 1996}. pp, 
156~291. The models differ in many respects. including the base periods chosen, parameter assumptions, and the 
agreements emphasized (for example. Goldin et a!. focuses on agricultural' liberalization, while Hertel et al. 
emphasizes textlle: and clothing liberallzation). As alcsull, the estimates are not fully comparable, 
.w See lImris<)n eel aI., p, 23& and Fr.mcois et at, pp. 282-283. These estimates are from dYllamic ;;!1l\ulllttul1s, 
incorpor:.ltlng incrnsing remms to scale alid imperfecl competition in their representations of the U.S and glowl 
ecunomics and using 1992 as the he:nchm:lI'k for comparison. TIle dollar figures show g;;ms relative to U.S and 
global income in 1992 in 1992 donors, \Vjth slatic sp;;cific:llion;;, the liberalizatIOn of trade in goods IS estimated!o 
incnce llll annllll gam in the range 0.2 to 0.4 pcrrem of g.lobal income, or $40 bllioll to $99 billion, Whtle the 
cynanm: $uuulations mly he more fc:OlirHic thall their sla<.::c counlerpar:s, lhey mclud<;- reatures thaI are a;so IT-me 
difficult w clmractcr;zc l.IccuIlltcl,\ 
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amount to less than one percent of their respective national incomes, the gains for several smaller 
countries, such as Thailand, Malaysia, and Philippincs, could be as much as tcn percent or more 
of their respective national incomes. 3] Some Icast-dcvcJoped countries could be affected 
adversely in the short run, but possible negative impacts could be offset partially if they were to 
(urther reduce their own trade barriers. Additional liberalization could also bring more rapid 
growth and enhance technology transfers. Sectoral estimates vary widely: 

• 	 The annual benefits of the Agreement on Agriculture could amount to $5 billion to $68 
billion.32 Most of the studies show benefits accruing to OEeD countries, including.the 
United States, and to S0111C upper-income developing countries. Though a significant 'first­
stcp,' the major achievement in the Agreement on Agriculture is more in bringing the sector 
into the GATT framework .than in actual liberalization. 

• 	 The annual benefits of the Agreement on Textiles and Clothing '(ATC), obtained through 
abolishing the multi-fiber an'angemenl (MFA), could amount to $20 billion to $118 billion. 33 

The United States and EU would derive substantial gains from eliminating the MFA quota 
restrictions, mainly because their consumers and fimls using imported products as inputs see 
significantly lower prices. The effects on other. countries are.mixed.· 

• 	 The annual benefits of Uruguay Round liberalization of industrial products, excluding 
textiles and clothing, could amount to $59 billion'to $87 billion.34 The benefits of 
liberalization in this sector are more evenly distributed among developed and developing 
countries than in the cases of the Agreement on Agriculture or the A TC. 

Taking a slightly different approach, estimates of the benefits of trade liberalization can also be 
derived from analys~s of the costs of protection. For example, a study of the costs of protection 
in the United States finds that tariffs and quantitative import restrictions ill place in 1990 cost 
American consumers about $70 billion, over 1 percent ofGDP.35 The net welfare loss, after 
deducting tariff revenues and transfe~s to domestic producers was $11 billion, 

31 See Hertel et at, p. 203 and Harrison et al., p. 237. 

32 See Goldin et al., p. 170, Harrison et al. p. 238. and Francois et al., pp. 282-283 

33 See Harrison el al., p. 238 and Francois el al., pp. 282-283. 

34 Ibid. . 

35 See Gary Clyde Ilufbauer and Kimberly Ann Elliot, Measuring the Costs ofProleelio/l in Ihe Unitcd Slaies 
(Institute for International Economics, Washington, DC: 1994). Returning 10 the earlier discussion of.the Smoot­
Hawley l<lrif1: quantitative assessments suggest that the tariff accounted for aboul 7 percent of the 40 percent decline 
in imports in the two years after the legislution took cffeet. However, less is knowll <lbout the associated loss of . 
economic welfare. Estimates of the effects of the Smoot-Hawky tariff on U.S, income range from less than $5 
million in a partial equilibrium economic madelIa $60 billion 10 $460 million in general equilibrium models, all 
measured in tenns of 1929 donars.and amounting to less than I percent ofONP. See Irwin (1998), pp. 331-333. 
1l1ese figures tlo not, however, account for Ihe added effects of the similar actions laken by olher trading nations. 
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Nc'w Rules COJI"cy Additional ~t:ncfits 

Among its most significant accomplishments, lhe Uruguay Round greatly strengthened the rules 
of intemationallrade. Good govemunce,' i.e., an cfrcctiv,.e J1.lie of law, is esscl:dal. The promise 
of market liberalization for U.S. businesses, ramlcrs, workers, and consumers, hinges crucially 
on transparency and predictability, For example, if U.s. businesses lack certainty that their 
products will be treated fairly in fOT~:gn markels. they may weigh the risks and opt against then:, 
choQsing to rorgo opportunities for expansion. !f intellectual property rights are ambiguous, W.S, . 
businesses may hesitate t9 trade in products that arc "knowlcdge~bascd." In effeel, they may not 
'choose to spl!ciulize in the things they do best. Or, they may limit their sales to domestic markets 
and affiliates. As a result, the U.S, economy may 110t reap the [ull benefits of trade. In these 
ways, the multilateral trading system is more than "just" a trading system - it is a system ofr.des 
that positively impacts business decisions and stanc,Jrds Df living. 

More specifically, the Uruguay Round introduced new mles for agriculture, textiles and c-lolhing, 
services, illtellectual property, and dispute settlement, and other areas, Some of the rules were 
quanlitaliv(~, such as those requiring reductions in tariffs on certain agricultuml products. They 
wcre djscu~;sed previously. Olhers we:e not, such (hose pcrtiLlning to na!ionaltreatmcllt for 
services and prOtection for intellectual propcny righls, As noted above, economic models often 
have difficulty capturing the direc-t economic benefits of non-quantitative changes, but careful 
observation provides evidence of their importance. The discussion belo\'. highlights three such 
arcas, dispute settlement. and services, and intellectual property_ 

. Di::.putc setliemelll proce~s illlprOl'cs. The DSU improves on GAIT dispute settlement 
proceedings by expediting decision making and instituting an appeals process. 36 It also 
establishes procedures to ensure consequences for failure iO implement panel rulings. One is ;hc 
acceptance of cross-sector suspension of concessions for countries that cI:oosc not to abide by 
the ruling. Note here, that the proccdlirc presents each member with a choice. A WTO dispuie 
settlement r.ancl ca!1l10t force the United States, or Llny other member, to cbange its h1W5, Only 
the United States determines exactly how it will respond to the recommendations ora WIO 
panel, ifat .tll. If a U.s. measure is found to be in violation of a \VTO provision, the United 
States may I_h:cide on its 0\\,11 to change the :aw; compensate a foreign c-ouatry by lowering trade 
barriers of equivalent amount tn the same or another sector; or do nothing and possibly face 
retaliation by the affected country in the [01111 of increased barriers to U.S. exports .. The Uniled 
Slates retains full sovcreignty in its decisions as do all other WTO members. 

At limes, however, the results may be disappointing. as in the recent case of',he EU banana 
import regime, The WTO panel found ra~'orably for the United States, concluding thut the EU 
import regime was not WTO~consistent, but the recommendation did not bring about a ' 
salisfuctory change in EU policy. In this instance. the WTO arbitrators found that the United 
States .vas being harmed in the. amount of$191 A million annually and accordingly could 
suspend trade concessions equivalent to that amount. The United States did so by imposing J00 
percent ad valorem duties on a range of products, including hulh preparations. handbags, and hed 

;\{> Portions oflbis dis2'J!.sion are drawn from the ECONomic Report (Jfrhe f'rcsuicn( (;998), pp. 223·224. Tucy have 
been :nooificd to inciude new auta from the Office (1r'the U"S. Trade Representative. 
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illlcns. Nevertheiess, in the nearly five years since its il~stitU!jon, many countries, includin,:; the' 
United States, have made efficient use of the new mechanism, largely to their satisfaction. 

The introduction of a strengthened multilutcral dispute settlement system lfi the WTO; together 
with the Agreement on Agriculture, the GATS, and the TRIPS Agreement, has broadc!1ed the 
scope ofenforcement tools available to tbe Wnited States. In the 19805, the United States had no 
efrective dispute settlement mechanism available to address problems in the areus of intellectual 
property, services, and agriculture, WhICh the GATT covered barely or nol at all, Beginning in 
1995, however, the DSll and the new WTO roles have pennitted the United States to usc 
multilateral dispute settlement procedures to address the majority of issues that face U.S. 
exporters. For example, trade in agriculture and lntcllectual property has feutmed prominently 
on the U.S. roster under the DSU. 

The results of 49 complaints filed by the Uni:ed Stales st:.ggest that the dispute settlement. 
process has proved effective. The United States has prevailed in 22 out of24 cases: so far. 
having favorably settled in J0 cases without litigation and having won in 12 cases in litigation.J7 

Only two of the 12 cases, those relating to the EU b.mana and beef import regimes, resulted in 
retaliatory measures. Six cases are still pencin~ before dispute settlement panels and 17 are still 
in the consultative phase or otherwise inactive. S The United States has used the dispute 
settlement process to address conflicts WIth a variety or countries, the majority ofwhich afe 
major trading partners, Of the 49 compl<lints filed by the United States, 20 involved the EU <lne 
affili~les, 5 involved Japan. 5 involved Korea, 3 involved Canada. 3 lnvolved india, 2 involved 
Australiu, and the remainder involved others, 

.	Services agreements provide first steps lewanl potential gaius. The U.S. services sector has 
grown substantially, in terms of both US, income and exports, Private and public services, 
including travel, transportation, retailing, <'ldvertising, insurance, accounting, engineering, and 
education, accoul1led for 53 percent ofU,S, GDP in 1998, c'ompared with 32 percent in 1950 
(Figure 7). Over time, the share of services in total U.s. exports has also increased, Private and 
public services accounted for about 29 perCCnl oflJ.S. exports in 1998, compared with about 17 

. pen;:ent in 1950. (During the same period, however, the share of services in U,S, imports was 
mostly declining or flat.) In J998, the United States accounted for 18 percent of all comm~rciul 
service exports, ranking first in the world,l9 Roughly speaking, the data are consistent with the 
view that the service sector is one in which the United States enjoys,a comparative advantage.: 
Taken together, the data suggest V,S. services exporters, and possibly some importers, stand to 
benefit from continued market liheralization. 

n The United Slates did not prevail in IWO matters, one of which involved three separate cumplaints. 

)S Of the 33 comptain! brought against tbe United States, 10 were settled "out of court" 5 Were lost in litigaliolt, 7 

are in panel c.r appellate phase, and 11 arc still in coasuliations or otherwise inaCtiH.' . 

J9 Wor!<l Trade Organization, hnp:flwww.wl(I.oriVwl0/Slatis/prerelease.iltm (downloaded November II, 1999). 

-" Sce Catherine L Mann, Is the u.s. Trade Defidr Susrainablc? (lnstiulic for lr.lcmational Economics, Washington, 

DC: September 1999). 
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Figure 7: Services as a Percent of U.S. Trade and Production 1950-1998· 
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NlltC: jMa prior to 1~59 arc 1101 suhjccllo Ocloh~r I<J<J<J ,bin revisioll. 


Reccnt data on traJc in private services alone point to potential areas of gain from GATS and 
further negotiations. Betwecn 1994 and 1998, total U.S. exports of private services rose fro·m 
about $186 billion to about $246 billion, growing on average by about 7 percent annually.41 
Within this category of trade, U.S. financial service exports increased by about 24 percent 
annually, U.S. insurance service exports increased by about'14 percent annually, and U.S. 
business, professional, and technical service exports increased by about 12 percent annually. 
U.S. exports of royalties and license fees grew by about 8 percent annually, just ahead of the 
sectoral average. U.S. exports of financial services and insurance grew much more rapidly 
between 1994 and 1998 than between 1986 and 1994, the period in which the Uruguay Round 
was negotiated. By contrast, U.S. exports of business, professional, and technical services and 
royalties and license fees slowed somewhat in the later period.42 

u.s. private service imports increased more rapidly in the later period than did U.S. private' 
service exports, but· from a smaller base- they grew from about $119 billion in 1994 to about 
$165 billion in 1998, at an average annual rate of almost 9 percent. Here, the top gainers were 
financial servi.ces which increased by abollt 23 percent annually, business, professional, and 

41 All cited growth rates arc derived from nominal trade figures. 
42 The annual growth rate in U.S. exports of all private services was somewhat lower in the post-Uruguay Round 
period, 7 percent between 1994 and 1998, than in the pre-Uruguay Round period, 12 percent between t 986 and 
1994. The growth in U.S. exp0l1S of goods also slowed ill the later period, increasing by 8 percent annually between 
1994 and 1998, compared with 11 percent annually between 1986 and 1994 
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technical serviccs~ which increased by ahout19 percent annually, and royalties and license fccs1 

which increased by about] 8 percent annually.4J 

Inrellectual property rights cOllvey suhsttmtifl/ ~'uille. The WTO describes intellectual property' 
rights as "the rights given to persons over the crcations of their minds." Such creations have 
helped contribute to the success of the U.s, economy. A recent study conducted by the OEeD 
reports that knowJedge~based industries and services (including community, social, and personal 
services; fimmcc. insurance, and ol11cr business services: communications services; high­
technology manufactures; and ll1edium·high"~echnology manufactures) accounted for over 50 
percent of Ihe value added i:11hc US. business sector in 1996.44 

The United Slates ranked 
second only to Gennany in this regard .. Another recent study finds that corporate patent activity 
in 1995 reflected U.$, technological strengths in developing new medical a.nd surgical devices, 
electronics. telecommunications, advanced materials.,and biorechno!ogy:tS Strong intellectual 
property pmteclion - and enforcement - helps splir innovation, by providing assurances that U.S. 
businesses mId ilwenlOrs will reap the benefits of their research and development. 

Though only one indicator among many, daw on U.S. trade in royalties and license fees heJp 
illustrate the importance to u.s. businesses of protecting inteHec;ual property rights::'~ In 1998, 
U.S. exports of royalties and license fees., deriving from industrial processes, books, records, 
tapes, broadcasting and recording or live events, franchise fees, trademarks, and other sources, 
amounted lo about $36.8 billion. accounting for about 15 percent of all U,S. private service 
exports (Figurc 8). This share has increased over the past decade - U.S. exports of royalties and 
license fees. have morc\han tripled in nominal temlS. thus outpacing the growth in U.S, privrite 
service exports overalL However; as noted above, the growth in V,S, exports of royalties. and 
license fees has slowed somewhat in recent years, The growth in U.S. im~of[s of royaities and 
liccnse fees has also outpaced the growth,in U.S, private servLce)mports overall- but in this 
case, still accotuHing fOf a :dalivcly small share of the tOlal. 101988, U.S. imports ofroyaltics 
and license fees tolaled about $2,6 billion and :lccounted for about 3 percent of all U.S. pdvate 
service impofls; In.1998, t:1Cy tota;cd aboll~ $11.3 billion and accounted for almost 7 percent of 
uil U.s. private servicc imports. 

~) Fur the :nOS! part, the a:mual growth rates betw:.:cn 199.: and 1998 cx<eed::d those between 1986 and. \ 994. The 

llnnllill growth nne in U"S. irr:ports of all private services was also higher in the post-Uruguay Round period, almost 

I) pe::-ce:m between 1994 and 1998, compared with about ~ percent between 1986 and 1994. , 

~~ See Org~mi;:a!ion for Economic Cooperatiun and Development, GEeD Science. TechnrAogy and induslr), 

Scomb(j(ml 1999, Benchmarking Kl!ow/cdgr:.}ja~·cd Ecollomics (I 999}, p. 19. . 

~:I See the Nati<ll1al Science Board, Science lind Enginc!cring hu!ica(ars-1998, Arlington, VA, Nalional Science 

Foundatknl, 1998 (NSB 98-1), pp. 6-21 and 6·22. 

46 For more on U.S. trade in royaLties a:Jc license fees, see Ihe National Science Board, pp. 6·)4 to 6·J6, 
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Figure 8: U.S. Export1i of Royalties and License Fees 1986-1998 
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Palent data. which provide a rough indk:ator of national 'inventiveness,' also help illustrate the 
importance of intcllcctcal property rigllts protections. Not surprisingly, the number of patents' 
awarded anllually to U.S. fim1s and individu:lls is also increasing. Over a 13-year period, from 
1982 to 1995, the number of patents issued annually by tbe U.S. Patent and Trademark Office 
grew from under (iO,OOO to over i 00.000, with more than half of the patents granted in each year 
going to U.s. invcntors:l1 Moreover, U.S. inventors have also been active in neighboring and . 
some furawlIY markets. U.S. inventors received more patents in Mexico than did other nOTI­
Mexican lllvcllturs and they received more patents in Canadu than did other non-Canadian 
inventors. They also olll~paced other foreign inventors in some more distant markets, such as 
Japan, Brazil, Hong Kong, India, Malaysia, and Thailand.4H 

~1Ibid., pp. 6-19. , 
48 Ibid., pp. 6.22 and 6-23. 
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IV.l'he WTO Extends the Benefibi of Trade and Encourages: Growth 

US, trade policy has long sought 10 usc the tmdlng systcrn to help promote economic 
development Trade is often described as an 'engine of growth,' The weight of the evidcnce~ 

, including both historical insight and stalistical indicators! supports this view. For example, the 
correlation behveen outward orientation and growth suggest a mutuaily supponive relationship 
(Figure 9). Data from 1974-1985 and 1986·1992 show developing'countries with inward­
oriented economlc policies e-xpericncing less al1Iiuai growth of GDP per capita than tllOse with 
outward-oriented economic policies, In the later period, the differences in growth patterns are 
cnm,more apparent. Moreover, a rules-based system that creates incentives for counlries to 
adopt transparent policies and procedures can also help further the development process. 

figure 9: Annual Growth of Rcal CDP Per Capita 
in Selected Developing Economies 
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As evidence orits appeal, the mu;tilatcrallrading system has grown substa:1tially since its 
founding. Today, the "'¥fO claims 135 memoc(s, including over l 00 developing countries, 
compared with only 23 contrac1ing pm1ies in !948. Since 1995 j seven new members lwve joined 
the WTO - Bulgaria, Ecuador, Estonia, Kyrgyzstan, Latvia, Mongolia, and-Panama - and 
another 32 nlltions are seeking accession. However, not all WTO members are well positioned 
to make usc of these opportunities. Some, especially,thc least developed among them, lack the 
necessary institutions and infrastructure to reap the full benefits of the multilateral system, 

The United States has a strong interest in promoting econof'l1ic development il1temattonally for a 
combination of humanitarian, poEtical. and economic reasons, Among these reasons is our own 
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self-interest. Growth abroad creates ccmund for our exports and yields new SOl!fCeS of inputs for 
U.s. manufrlclures, In doing so. it promotes growth in the Uni!ed States. Thus. v.:e have a direct 
interest in seeing our trading partners prosper. This means 11:Bt <I multilateral sYStcm that 
promotes trade is beneficial, not only hecause i~ enhances economic development abn:;ad, as 
history secms to suggest, but also because it is good for liS. Consistent with this view, the United 
States has long sought to extend the benefits of trade <IS widely as possi?le, 

The Multil<lteraJ Trading System Provides Opportunities for Growth 

Historical insight supports the view that the multilateral trading system fa.cilitates trade, thereby 
providing an engine of economic growth, The experience of the United Statcs,. pans of Europe, 
and Japan after W\l.lll, as well as the 'emergence oflhe Asian Newly Industrializing Economles 
(NIEs) in the 19705, provide evidence, The multilateral tntding system can also help advance the 
economic developmcnt process by creating incentives for members to adopt more tra!)sparcnt 
policies and procedures. 

Trade flu'ls Iwst~WWl/ reCQllstr,UClim. a"d growth. The period following WWII was an 
extremely prosperous perio& for much of the world; including the United States, Japan, and parts 
of Europe. t't was a period in which Japan and the developed countries of El;.lrope were ahle to 
approach America's rising productivity level.s, There are many possible reasons for 1~js 
prosperity, but commonly cited among them is the creation of a mOre open tr.tding system. This 
trading syswm allowed, outward-oriented lupan and parts of Europe to enjoy the kind of scale 
economies that prevLously only the United SUites could enjoy, wit~ the strength of its domestic 
markeL flU1 their development did no! come at the expense of the U:dted States, The post~ 
\VWIJ era was also a period of rapid growth for the U,S, economy, 

Trade also ('ontribllles 10 ecmwmie deWl/0pmCJJl. In the early 19705, growth slowed 
substantially in the United States and much of tile world. However, gro\vth remained strong i:) 
the Asirui ;..J1Es and other ol1tward~oricnted Asi,ll1 economics. Although there is some debate as 
to tbe source of their growth, many have argued tbat their ou!\vurd orientation played a major 
role. Now, .some of these economies arc among our n~ajo!' trading partn..:rs. In 1998, Korea. 
Singapore, Hong Kong, :tnd Taiwan accounted for a combined total of about 9 percent of U.S. 
mcrchU11dist 'exports and imports, Moreover, economic evidence suggests that as tbese 
ccono:nics grew; their workers. generally shurcd in the gains.4

<J 

Tlte multiluleral fratling :'Jwtem prtmWle.'> }tood g(HI(!rmll1('e. As the history of the GATT. 
demonstrates, the Un:ted States has long advocated the usc of the multilateral trading systeri110 

promote economic development internationally, It has also sought to establish strong democra~ic 
institutions .md 10 spread the 'rule of law,' nol just in the trading sys;cm per se but, more 
generally. throtlghou11he world. The ncw dispute settlement systcm has advanced the mle of 
law, by allowing the WTO to enforce trdding rules more effectively But other aspects of the 

.WTO can help further this objective. By requiring trdl1sparency in its procedures and 
establishing ncw mles [or transparency in govcrnment procuremcn~, the WTO can help promote 
good governance worldwide. For these re:tsons, the Uniled States has tispired to extend the . . 

41< See U.S, Congressional Budget Office:, "Promolinlj Worker Rights in Developing Countries: U.S. Policies and 

Their Rationale" (April 1997), p. 16. 
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benefits of trade as \\;idely as possible, both across and within countries, by opening WTO 
membership to any country willing to 'play by the rules.' 

The Full Realization of Benefits Requires Further Integnltioll 

Today, dcvcJoping countries account for over three-quarters of the WTO's membership. Their 
role in the trading system changed significantly in the Uruguay Round. Many were active in 
negotiations, helping to bring agriculture more· fully into the GATT and to reach agreement on 
phasing out the MFA. As discussed previously, trade can enhance countries' growth prospects, 
as evidenced by .Japan and parts of Europe in the post-WWII period and, more recently, the 
Asian NIEs. Currently, the developing countries stand to gain from further liberalization of trade 
in agriculture, services, and industrial products. Trade in high-t~ch manufactures and services, 
along with associated knowledge transfers, offers potential lor developing countries,.including 
the least Jeveloped, to enter the global economy marc rapidly and effectivC\y. The developing 
countries would gain not only from more trade with industrialized countries, but also from 
increased trade among themselves. An importaI.lt next step in the next round should be to ensure 
that more members of the global community are able to benefit more fully from participation in 
the multilateral trading system and from adoption of outward-oriented trade regimes .. 

Actil'e participallts mOI'e ahead. By and large, developing countries have come to account for 
an increasingly large share of world trade, but some have moved ahead faster than others. 
Overall, exports plus imports ·Of devel.oping countries rose at an annual rate of 9.9 percent 
between 1989 and 1997,.exceeding the 7.6 percent growth rate of world trade. 50 Of the 
developing country total, the trade ofWTO nicmbers grew slightly faster, at an annual rate of 
10.5 percent. However, the 48 least developed countries havc to some extent been Icft behind. 

For these countries, trade grew at an annual rate of 0.1 percent (through 1996). Some of these 

countries have difficulty participating fully in the world trading system even irthey arc WTO 

members - often because of lack of adequate dome~tic institutions and infrastructure. 


Capacity built/ing, technical assistallce, (lIItilfberalizlltion could help spread benefits. The 
intcmatiomd community, including all WTO members, cim do more to help spread the benefits 
ofparticipalion in the global economy. Efforts should.address the specific needs ofdcvcioping 
coulltries, especially the least developed, but therc are overall principles that can offer substantial 

. assistance to 1ll0St. First, many of the poorest countries lack capacity.to implement effectively 
their WTO obligations in a number of areas. Through the WTO, the international conlmlmity 
can focus on offcring capacity building and technical assistance to those countries, as well as on 
making more progress in further liberalization in priority arcas, such as agriculture and seryices. 
In addition, the developing countries can take their own actions. They would benefit from 
continued unilateral and bilateral liberalization, as significant gains can be derived from 
increased South-South trade in addition to North·South tradc . 

.IU Numbt:rs cited here are derived from Constantine Michulopoulos, "Trade Policy and Market Acct:ss Issues fur 
Developing Countries," unpublished draft (September 1999), pr. 4·5 and exclude intra·EU trade. The developing 
country category is based on the WTO statistical c1assific<ltion with South Arrica included and Israel excluded. 
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V. TIH:"U.S. Agenda Meets the Challenges of the 21 U CcntufJ 

The United States is able to look to the future - and a new round of multilateral trade 
negotiations - from a position of economic strength. The US. cool19my is enjoying an 
unprecedented period ofexpansion and pcrfo~mancc. It is experiencing revolutions in 
infonnation technology and biotechnology. It is highly competitive over a wide range of 
activities in agriculture. services, a.nd industry. U.S. fanners have long been among the world's 
rnost productive. U.S. r.1anufacturers have restored much of the competitiveness that had, in 
some cases, eroded in the 19808 in both basic and high-iech indusHes. U.S. firms continue 10 

lead i:1 business, financial, and other private services, To reach its fullest potentiai, however. the 
United States continues to have an i!ltcn.:s~ in improving its access to foreign markets, 
sil'cngthcning the operation of the WTC system ofn:les; and promoting the growth and 
development of :oreign economies, 

Much Remains to Be Done 

Many Ihreign governments continue to allow or impose higb tariffs and burdensome rules on 
imports: many also maintain lrade~distoning domestic subsidies, Agriculture provides a stark 
example. Bound rariffrates on agricultural products average about 50 percent around the world' 
compared with less than 10 percent in the United States,Sl Moreover, even after the Uruguay 
Round commitments are implemented fully, the EU and Japan wiil be able to provide 3S much as 
$78 billkm and $35 hillion, respecti\'ely~ of trade-distorting domestic support to their fanners 
each y,car,52 By comparison, the Vnited States will be limited to ahout $19 billion, Partly 
hccause orthcse policies, average food and related prices are'34 percent higher ill the EU and 
134 percent higher in Japan than they are in the Unitell States (Figure J0). Many ioreign barriers 
to lrade a1;;o rcmam in the services sectOL ' 

$, D;na from the U.S. Department of Agnc'Jltu.fc, Foreign Aliricultut:l] Servtce (july J999j. 
1'1 Da~a from the U.S. Oepartr.ltn: of Agricult'..uc·, Foreign Agricultural Service (November 1999). 
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Figure 10: Food, Be,\'erage, llnd Tobacco Prices in Selected OECD Economics 1996 
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In addition, the mles of the WTO and the maimer in which they are enforced have room for 
improvement. Many commitments negotiated in the Uruguay Round hi.!\,c yet 10 be 
implemented, in part bl.."C3use some members Jack the technic~l:l capacity to do SQ, In some 
instances, the system's operation remains hidden from public scrutiny'tO a degree which impedes 
public confidence and support, The dispute settlement process, in particular. while much·· 

, improved in the Uruguay Round, r,emains opaque and sometimes slow to deliver effective 
resolution. For a credible system it is not sufficient for justice 10 be done; it must also be seen to 
be done. TI1C system should also be seen to enhance the benefils it brings by supporting core 
lubqr standards and environmental objectives; in doing so, it would broaden support among some 
who remain skeptical about open trade. 

The Urugmty Round negotiations were protracted ~ lasting from 1986 to 1994 - and even af~er 
their conclusion. Pomch of tbe agenda was not completed. The next round should he dcsigned to 
produce r0:sults Illllch faster, both to provide new and additional benefits sooner and to keep pace 
with change. For this reasor!., the Unitc.d States has proposed a three-year deadline for 
cQlnp1cting the next round, . ' 

Probably the greatest challenge is to ensure that the least developed economies emerge and that 
the emerging economies are integrated into.3 global system that promotes economic growth, 
Although the United States still tends to trade most often with other developed or neighboring 
economics, its trade with developing countries is already impol1anl and holds great promise for 
the future - non-OSeO countries account for about 33 percent of U.S. impO!1.s and about 29 
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percent of U.s. exports. This us. interest in sustained economic development abroad has been 
underscored by the financial crises that have afi'cclcd many developing countries over the past 
two years. The s.lump in growth associated with the crisis has constrained U.S. exports and 
caused cons.iderable disruption in imports. While the source of these problems has been 
macroeconomic and financial, the resolution has included trade. In addition, the need for trading 
rules has b1!en underscored by the problems engendered by i,lSU!Tlcicnt transpi.l;cncy. 

U.S. Objec:tivcs for Seattle and Beyond 

The United States is committed to expanding the circle of nations that benefit from trade and 
putting a "human face" on the global economy. As such, U.S. proposals reflect key interests in 
opet)ing foreign markets, strengthcning the rule of law. and promoting economic development. 
The Unitcd States is proposing to launch a nc\v round that includes a broad-based market access 
agenda, focusing on services, agriculture, and industrial tariffs, and lasling no more than three 
years, The WTO's built-in agenda calJs for further negotiations on agriculture and services, . 
beginning no latcr than December 31, 1999 and January 1, 2000, respectively. In agriculture, for 
example, the United Slates is seeking to eliminate export subsidies, reduce tarifis and trade~ 
distorting domestic supports, and ensure that trade in agricultural biotechnology products is 
based on transparent, predictable, and timely processes. 

The United States is also seeking immediate !an ITcuts in eight key areas, agreement on 
transparency in government p!''Ocllrement, extcnslon of the prohibition on c-commcrce duties, 
and an agreement to make additional infomlation technology products tariff free. The United 
Stales sees a need tQ strengthen the WTO's relationships with other international organizations 
and for refonns to make the WTO itself 11,ore open and accessible. 

• 	 The United States is seeking accelerated tarHTlibcralizution in eight key arCaB - chemicals, 
encrgy products, envlronmental products, fish, forest prooucts, jewelry, medical and 
scientific equipment. and 10yS. These ;:treas accounl for $198 billion of US. exports, 

• 	 The l]nited SWtes, logcthcr with South Korc(I and Hungary, has proposed i.l worldwide 
agrcen,h:nt on ~ransp,\rency in government procurement to promote good government 
pr<.lctices. Such practices reduce the potential for bribery, corruption. and other inSIder deals, 
Adoption of this proposal would pro~'ide nil nations with more opportunity to sell their goods 
and services in the $3.1 trillion government procurement market. 

• 	 In, 1998, WTO Ministers agreed to a temporary prohibition on duties on electronic 
commerce, The United States is seeking an extension of the prohibition to ensure the 
continued growth of the high-technOlogy sector, to ensure that no WTO members take 
actions to inhibit the growth of e-commcrce, and ensure tbat developing countries benefit 
from the expansIOn of C-COn1nlcrce:' 

• 	 TIle United States has highlighted the need 10 make the WTO more open and more 
accessible. To ucbieve this goa!, tbe United States has proposed opening the dispute 
settlement procedures to the public, allowing J...on~govemrncnlal organizations (NGOs) to file 
<Hll!cus curiae briefs in case~ inVOlving the environment. and crca:ing institutional structures 
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to lllcrcase consultations with NGOs. The United States also sees the need to slrcngthcn.the 
WTO's institutional relationships with other internationul orgunizntions, beyond the Bretton 
Woods institutions, to include the International Labor Organization and UN Environmental 
Prognnn (UNEP) for example_ . 

TIle United States has sought to create a trading system that 5p'reuds the benefits oftmde as 
widely as possible, both across and within countries j and lS supponive ofcore labor standards 
and the environment. To that end, the Untied States is; 

• 	 Seeking to bring morc'nations into the open trading system and ensure that developing 
eountl'ics fully benefit from the system. The United Stales will work to give the least 
dcvelopl:d countries greater access to globnl markets. The United States is also proposing 
measures to provide technical assistance on implementing trade policy and strengthening· 
institutions in developing countries responsible for trade, labor, environmental. and other 
policies lhat inllucnce the gains to living staJ~dards from trade. 

• 	 Proposing. to establish a WTO Working Group on Trade tlnd Labor in ScaHIc, s.t:-cngthcn the 
lLO, <{l1d enhance tbe instiwtionallinks between the llO and the WTO,.by·gnmling the lLO 
observer st!lluS at the WTO, similar to that enjoyed by the World Bunk and others. 
, 

• 	 Pursuing opportunities that can open markets and yield environmental benefits, such as 
eliminating fishery subsidies that contribute to over~fishing and eliminatLng tariffs on 
envIronmental goods; and seeking to strengthen cooperation between the WTO and 
international organizations dealing with environmental issues like UNEP. 

.. 	 Committing io conduct aU,S, enviromnental review of the likely consequences of the Round 
and pro'posing that the WTO Trade and Environment Committee help identify environmental 
implications as the Round proceeds. 

Much of the recent debate about trade has been earned out in exl:·emc and sterile te:ms, Trade 
libcralizurio:1 is sometimes promoted by those \vno see no costs and opposed by those who see 
110 b~nefits. The truth is that trodc can provide benefits, on balance, but il ~ul1-1ike any other 
source of growth - a:so impose costs. A key challenge for policy !s 10 Implement the 
complementary policies that help compensate-and-aid tbose who arc burt,· ·Ukcwisc;membcrship 
in the WTO is sometimes advocated as ifit imposes no constraints and it is sometimes 
challenged :.IS all unw<llT!.lIlted invasion of our soverclgnty. The truth is, however, that we do 
agree to constrain our behavior by agreeing to adhere to the rules ofihe trading system. Our 
membership in the WTO is advantageous not because it cn!.ails nO obJig:.ltions, but because on 
balance they are bcncfjctaL Finally, the:e are some who believe that trade agrcements should 
only deal WIth lrady barriers, while there are others who wOtlld have them almost mimic a glob.d 
government Tbe trulh is thal for trace to be free i~ must command popular suppOrt, and to do so 
it must be perceived as fair, This requires rulc-s that do more than simply reduce barric:-s; it also 
reqll~res rules thal1c3ve considerable scope for national autonomy and diverSIty. 

Some suggest that while the GAIT help,ed advance U.S. geopolitical interests during the Cold 
War. the United States no longer needs the organization no~v that the Cold War is over. 
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However, the U.S. economy is more open now than ever before and in1cmalional trade is vitalI;) 
U.S. economic interests. Our participalioll in the WTO is the centerpiece ofour trade policy. 
But, while freer trade brings benefits it is important to recognize it is not a panacea. It is crucial 
to ensure that the benefits of trade are shared widely and that the rule of law goveming it be fair . 

. Trade policy also needs to part of broader ecoomr..ic strategy and it needs to be supplemented by 
policies that facilitate change and promote equity. Tile Clinton Administration has made 
opening markets at home and abroad one of the pillars of its economic policies, but it has also 
rccognized the importance of macroeconomic policics to achieve fiscal discipline and 
microcconomic policies to h:vest in peop:e and technology. 
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Appendix: Key Acbievcments Qfthc Uruguay Round Ncgotiations S3 

For nearly 50 years. the General Agreement on Tariffs and Trade (GATT) served as both an 
intemational agreement and international organization, 11 dealt with intcmationaJ trade in goods 
and did not cover trade in services, such as transportation, tourism, insurance, and 
.te1ccommullicatjons~ or trad<Hclated aspects ofill1cllectual property rights. The Uruguay Round 
further reduced tariffs on industrial products, brought morc sectors more fully into the 
multilateral fold, strengthened the rules of conduct for international trade, <!Od created a new 
Institution - the World Trade Organization, As a result, the multilateral trading system now 
morc fully covers agriculture, textiles and clothing, services. and inteHectual property rights, 

As a result of the C'rugt:.ay Round, the negotiating govemmems greatly increased the proportion 
ofthcir trade that is. "bound" by tariff concessions (legal commitments limiting maxi!nurn tariff 
rates), .They also reduced tari ff rates, Some developing countries made and bargained for tariff 
concessions for the firs! t'ime. Moreover. as a result or the Agreement on Agriculture, all 
agricultural products of all WTO Members are no\\' bound by tariff concessions. Even if a 
concession ;;imply fixed in place a tarifTmte that was already being applied on a de facto basis, 
the tariff conceSSlon provides legJ-l certainty, which is definiwly positive even ;f i~s value may be 
difficult to quantify. . 

Most importantly, the Uruguay Round created the World Trade Organization (WTO), and its 
more effective dispute settlement mechanism. The GATT still has its place at the center of the 
WTO systcrn, but it is now administered by the WTO, and is tied to other agreements on trade in 
goods, as we]; as the General Agreement on Trade in Services (GATS) and the Agreement on 
Tradc·Related Aspects ofIntcllec'tual Property Rights (TRIPS). Disputes concerning any of 
these multilateral agreements are subject to one set ofdispute settlement procedures, the 
Understanding on Rules llnd Procedures Governmg the Settlement of Disputes or "Dispute 
Settlement Understanding" (DS,U). 

. 
Imlus/rilll Products, In most cases, the Uruguay Round culs in developed countries' tariffs on 
imports of industrial products, excluding textiles and Clothing, are being phased in over 5 years, 
beginning January 1, 1995, ~y th<? end of the phase in, these tariffs will be cut by about 40 
percent, from an average of 6.3 percent to an average of 3,8 percent. The proportion of imports 
of industrial products thaI recelves duiy~frcc treatment in d..::veloped countrics will increase from 
20 percent by value to 44 perccnt. Before ~he Uruguay Round, 78 percent of developed 
countries' tariff lines were bound; after the Uruguay Round, 99 percent will be bound, In 
developing countries, the percentage ofbound tariff lines went from 21 percent to 73 percent. 
Economies in tnmsition agreed to increase their bindings from 73 percent to 98 percent. 

Agricullural PrcU/llctS.' The Uruguay Rou:1d succeeded in bringing agriculture,mOTe fuEy into, 
the multilateral traomg system, Throi,,"gh the ncgotiation of the Agreemcnt on Agriculture, all 
tariffs on agriculmral products are bound, and non-tariffbarriers were convcrtcd.to tariffs by 

. "tariffication," Industrial countries agreed to cut tariffs on agricultural products by 36 percent on 

13 This appendix draws from the World Trac::: O'rgauizatior_. hUp:iiwww,ww,nrgfabout (downloaded Seplemfu:r 19, 
199Y) and tlw GArr Sccn:tllriat, "-nil: Resu:t.. (If th:: UrLguny RO:Jd ,'fMultaalcrn( T fade l'kgotiatlolls, ;vimkcl 
Access for Goods and Services: Overview urihe Res,dts" {November 1994), 
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uvcragc over six years; developing countries agreed to cut their tariffs by 24 percent on average 
over ten years. For products subject to·tariffication, the Agreement permits special safeguards to 
protect against import surges. The Agreem~nt also limits and reduces countries' use of export 
subsidies and trade-distorting domestic supports. Agricul1ure is part of the WTO's buill~in 
agenda, \vitll talks scheduIcd to begin by December 31, 1999. 

Textiles amI Clothing. From 1974 until the end of the Uruguay Round, trade was governed by 
the Multi-Fiber Ammgcmenl (MFA). The MFA was a fram(..'"Work for bilateral agreements and 
unilateral actions, based on quantitative ~estrictions on imports. Tn 1995, the WTO's Agreement 
on Textiles a.nd Clo~hlng (ATC) replaced the ~FA. The ATC will integrate the textile and 
appnrel sector into the GATT rules, by eiiminating quota restrictions gradually over a ten~year 
period. Like the Agreement on Agriculture, the A TC also allows special safeguards to protect 
against import surges. By 2005, all import quotas and discrimination will end and the ATC will . 
termi:mtc. The Uruguay Round also established a Textiles Monitoring Body to supervtse the 
ATe's implementation, 

Services, The GATS provides multilaterally agreed and legally enforceable rules, covering an 
internationally traded services (except most air transport services). It extends MFN treatment to 
all WTO members, with limited exceptions, and extends national treatment and market access 
o'!Jligations i~ areas where a country has made a specific commitment, The GATS provides rules. 
for regulatory transparencYI other aspex:ts of regulation, recognition of other countries' 
qualifications, and international payments and transferS. As a result of bilateral negotiations, 
individual countries made legally hindjng commitments to open markets and/or provide 
nondiscriminatory treatment in specific service sectorS. A set of"schcdulcs" lists the sectors 
being opened, the extent of market access being given in those sectors, and any limitations on 
national treatment Although some commitments did nol go beyond the market access offercd al 
the time they were made, they still prevent governmentS from backtracking on access; the GATS 
met the objectives of bringing services into the muhilatemllrading system and providing the 
certainty needed' for business dCclSlOflS. As in the case of agriculture. the service sector is 
included in the WTO's buill-in agenda, wilh a fuil new round ofnegQtiations scheduled to begin 
no later than January I, 2000. . 

A series of annexes to the GATS addresses particular concerns of differelJt industries, including 
the movement of natural persons, financial services, telecommunications,' and Some air~transport 
services, Negotiations on speci fie commitments in financial services and telecommunications 
continued after the Uruguay Round, as part of the huilt~in agenda, and resulted in new 
liberalization packages, Talks on the movement of natural persons also continued and achieved 
modest results. Further talks on maritime services were scheduled, but suspe~ded. 

IMcl/ftctflal Property. The TRIPS Agreement requires a fHinimum standard ofillteHectual 
property rights protection and enforcement of inteliectual property rights. It also provides for 
basic rights to nO!:1~discrimjnutory treatmenL The Agreement deals with.copyright ~nd related 
ngbts, in(',luding for computcr programs, duta hases, sound recordings am.! i"ilms~ 1rademarks and 
service marks; geographical indications, including ~ppellations of origin; patents, Including the· 
protection of new varieties of plants; inoustrial designs; layout designs of integrated circuits; 
protection of undisclosed infoonulion, including lr~de secrets and test data, Substami\'e 
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provisIons of the main international agrccments of ihc World Intellectual Property Organization 
provide thc bas:s fOT pro~cction, with :ldditions and modifications. For example, ur;dcr TRlPS 
the Beme Convention for the Protection of Literary Hnd Artistic Works now applies to computer 
programs, Moreover, the TRIPS Agreement also addrc~ses patents by requiring th;)! patent 
protection be available for a 20.year minimum for all inventions, whether products or processes, 
in alinost all technology fields. " 

The TRIPS Agreement also requires WTO members to provide procedures ilnd remedies under 
their domcs:ic law to ensure that foreign right holders can effectively enforce intc:!fcctua! 
properiy rights. Under some circumstances, member countries may adopt measures to prevent or 
control pra~tices in the licensing of intellectual property rights tbat arc abusive or anti~. 
competitive. When the WTO Agreements took effect on January 1, 1995, developed countries 
were given one year to bring their laws ;;!lid practices into confonnancc with the TRIPS 
Agreement. Developing cot:ntrics a.nd some economies ilHransition were given iongcr transition 
periods, The TRIPS Agreement, like the 0ATS and the agreerncn:s 011 trade in goods, can be 
enforced lhfougb the WTO's dispute settlement procedures. 

Other WTO Agreements. Th~ R~und also brought agreements relating 1o'lrade in goods, to 
goveming anti~dumping measures, subsidies and eountetvailing duties, safeguards, and to 
technical barriers, . 

• 	 Anti~DumfJjllg Measures. The Anti-Dumping Agreement. more formally tbe Agreement on 
the implementation of Ariic1e VI of the GATT 1994, pennits W1'O members to assess 
an;idumping duties on imporis ofa product if i1 is damped (as defined by the agreement) and 
If the dumped imj)Qris have been found to cause or threaten material injury to the domestic 
industry producing the product. The Agreement also provides for due process and 
transparency in anti .....iumping ;nvcstigations, 

• 	 SuhsirIies and Countervailing Measures. The Agreement on Subsidies and Countervailing 
Measures provides rules for the use of domestic subsidies and countervailing duties offsetting 
those subsidies, Under the Agreement. a countf)-' may seck the withdrawal of a subsidy or 
removal of its adverse effects, by bringi:1g li WTO dispute. A country may also assess 
cmmtcrvailing duties on imports of a subs~dizcd product. offsetting the value oftbe subsidy, 
lfthe subsidized-imports have been found-to cause onhrcatcn ntateriali!1jury.to the domestic 
industry producing a like product. The Agreement lipplies to both industnal products and 
agriculture, although its application to agdclllture has been modified by the operation of a 
temporary "peace clause" in the Agreement on Agriculture. Some exceptions apply to 
Subsid~cs of aeveloping countries, 

• 	 EmergeNCY Prolecliollji'omJmporls. ·nlC Agreement on Safeguards allo\','s countr~cs to 
tcmpor;!I'lly restrict impor:s ofa product iran :tbsolutc or relatlve import surge is cuusing or 
thrCi1lCning to cause seriolls injury. to the domestic industry producing a liicc or directly 
competitive product, and if the, importing country has conducted.lO investigation that 
transparently and objectively examines ~ertain factors bearing on serious injury. (The 
AgreenHmt prohibits thc usc of "gray area» U1C;tSUrcs. including voluntary export restraints 
and orderly marketing arrangcments.) \Vhel~ the serious injury bas been caused by an 
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absolute imporl surge, and tile importing country cor.dtlcts a trI.I:lsparc/lf and ohjective 
investigation consistent with the Safeguards Agrccmetll. its trading partners cannot take a 
compensatory suspension of concessions against it for the first three years thal such a 
"safeguard" measure is in place. Special rules apply for safeguard measures affecting 
developing country products. 

• 	 Technical Barriers to Trade, The Agreement on Technical Barriers to Trade (TBT) tries to 
ensure that ~egulations, standards, testing and certification procedures do not create 
unnecessary obstacles to trade, The Agreement on TBT docs not prohibit countries from 
'adopting· standards, or require that standar9s he hannoni:.:.ed intemationally. Rather.}t sets 
out u 'code of good practice' for the prcparation~ adoption, and application ofstandards by 
central government bodies and others, 

• 	 Health Regula/ions for Farm ProduCTS. Complementary 10 the Agreement on TBT and the 
Agreement on Agriculture, the Agreement on Sanitary and Phytosanitary Measures 
establishes rules for standards to protect human, animal, and p],an1 bealth. The Agreement 
urges countries to adopt Internationally agreed standards 10 the extent possible, but it docs 
not prohibit countries from setting their own, possibly higher, standards, However, it does. 
requite lhat all standards be based on science and non-discriminatory. 

• 	 ML~cell{,'neous. The Uruguay Round agreements a;sQ include the Agreement on Import 
Licensing Procedures; the Agreement on (mplementation of Article VII of the GATT 1994 
and related ministerial decisions on customs valuation; the Agreement on PrcshipmC!1t 
lnspcctkm; the Agreement on Rulys of Origin; and the Agreemen1 on rradc-Related 
111ves:meni Measures. . 

Pluri/ateral Agreements. The WTO Agreement also provides the framework for two 
agreements which only some j not all, of the WTO Members have accepted. These are the 
Agreements on Trade ir. Civil Aircraft and'oll Govemrnent Procurement. which 'were originally 
:lcgotiawd during the Tokyo Round. DUrlng the Uruguay Round, the Agreement on Government 
Procurement was renegotiated and replaced with a new agreement that now applies to more 
entities and "to services. The procurement agrccmenrapplics only to agencies listed by each of 
the govemmenls that is party to the agreement These agencies' procurement is then subject to 
rules that guarantee fair and nQn-discrimill<l,tory conditions of llltcrnaliona: co.mpctition;.' 

Dispute Settlement. The Dispute Settlement U:lderstanding improves upon previous rules nnd 
procedures, It creates a single system for addressing d.isputes under each ofihe WTO's 
ffi1.!Uilateral agreements 3!ld the Agreement on Government Procurement; provides an expedited 
process with clearly defined stages; prcvents,indivicual coulltries from blocking the adoption.of 
rulings; and authorizes countermeasures it an adopted I"ulir:g,is not in:plcm.cmcd. Ordinarily, a 
<:ase should not take more than a year - or i 5 rnomhs if it is appeated, (If either side requests, 
members of an,AppeJ\<lte Body hear appeals of panel rulings.) Moreover, in a reversal of the 
GATT procedure, all dispute seulement rulings -including those of the Appellate Body - .are 
adopted amofl,1UlicaHy, unless there is eonse~lsus to reject a ru,ling. 
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After a ruling is adopted, a country faces three possible outcomes: II ca:l adhere to the 
recommendations of the panel; it can compensate the c1aiman!; or the ciaimant can suspend 
previously grunt0d concessions 'of like amount. The general principle is that the suspenslon 
should occur illlhe same sector of trade (for example, a violation in the goods sector should be 
mel with suspended concessions in the goods sector). 1 f this is not practicable or cffcctivc~ the 
suspension can occur in other sectors, and so the dispute settlement system helps integrate the 
obligations of the entire WTO system. 

Trude Policy Bedew Meclumi""m. The TPRl'v1 provides a regular forum' lor monitoring each 
country's pcrfonnance in the WTO system,"through reports,by countries and the WTO 
Secretariat and discussions hc!ween \'lTO member governments, The review is not legally 
binding. Its o,bjeclives are to increase the transparency and understanding ofcountries' trade 
pollees and practices through regular monitoring; improve lhe quality of public and 
imergovernmC111al debate on the issues; and enable a multilateral assessment of the effects of 
policies on the world tradmg sysh:::nL 
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EXECUTIVE SUMMARY 

• 	 Robust Job Growth+ Since January 1993, employment hus grown rapidly and 20 million 
nct new jobs have been created. Employment is at an aU-time high-a larger percent of the 
population is employed now than at any previous time, The unemployment rate, at 4,l 
percent, is Ihe lowest it has been in 29 years. 

• 	 Uroad Employment Gains. Employment gains have been strong for all m<ljor subgroups of 
the popuJ<.ttion. For African Americans and Hispanics, the pmportlOns of the poputation with 
jobs rose 10 record highs and the unemployment rates feU to record lows. The unemployment 
fmC for women is now lower thun at any time since 1953, 

• 	 More Hlgh-QuuUty Jobs. The 20 million jobs created since Jununry 1993 have 
ovcrwh'~lmingly been good jobs. Eighty-one percent of the job growth was in 
industry/occupation categories paying above-median wages. Sixty-five percent was in the 
highest~paying Ibird of industry/occupation categories. 

• 	 Real Wage Growth for All. Increases in rcaJ (in!lation~adjusted) earnings were widely 
shared in the late 19905. This is in sharp contrast to the 1980s, when growth in real camings 
wus conccntnned umong high-wage workers and real earnings fell for those at the lower end 
of the wage distribution. Strong eanlings growth in the pWH few years produced gains in 
household income, and the poverty rate has fallen to its lowcsllcvcl since 1979, 

• 	 Sectoral J)iffcrcnces. Services accounted for a substantial share of job growlh since January 
1993, but construction, transportution, Hnd public ufilitics also nccouotcd for significant 
portiOtHL Employment was growing in manufacturing until the Asian financial crisis, but it 
started declining in the second quarter of t998, reducing net job creation in that sector. 

• 	 Most Jobs Remain FuU-Time. The majority of all jobs are rull~t[mc jobs-thcre has been 
no increase in the proporHon of jobs that me p~lft-time or in the proportion of workers 
holding multiplc jobs. 

• 	 Dl.'Clining Worker Displacement. In a dynamic economy with r.tpid job growth, many 
more johs Jrc being created than are bcing lost. And while somc workers have been 
dis.placed from their jobs, job displacement rates have been on the decline .md workers' 
reponed fCJf of job loss is abating, 



INTRODUCTION 

Since January 1993, the economy has generated 20 million new jobs. A higher 
proportion of the population aged J6 and over is employed now than ever before, ;:Ind at 4.l 
percent the unemployment mle is lower than it has been since 1970, I Moreover, as (he evidence 
in this puper shows, u very high proportion of the new jobs that people arc taking are good jobs 
in industry/occupation categories that pay above-median wages. RC(ll wages are growing again. 
And the benefits of a strong labor market arc being shared wldely among U.S. workers­
including groups that saw little if any progress over the 1973-93 period. 

20 MILLION JOBS 

Between january 1993 and November 1999, employers added 20 million people to their 
p.yrolls'(Chart I). 

Chart 1: Payroll Employmenl Growth 
25,-------------------------------------, 
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Source: Bureau 01 Labor Statistics. Eslablishmenl SU"IIey. 

I Ernplnym.;ot am.! jobs data come fmm tW() ~OUfCes, The esl'lblisnmcn! survey asks emplnycrs how many 
people they b:LVC un their payrolls; Ihe housdwld l1tlfvey asks peopk whether they have ajob or arc 1,)t)King fot a 
job. Refcrcm:¢,~ 10 'jobs" in this paper generally refer to the establishment :mrvey, while rcJcrencc$ 10 
"cmploymcnC' generally refer 10 rhe household survey, 

'Although the CUfrent expansion Icchnk;dly began following (he business cycle lwugh in MtI~t.:h 1991, job 
groWlh was vcry sluggi.sb for more than 11 year lind paywll cmp!oym..:nl had grown by only 1.2 million by January 
199), 
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More people arc working now than ever before, The proportion of the population ugcd 
16 and over that is employed reached an all-time high this year and has been higher during this 
expansion than it was at comparable points during the 19805 expansion (Charl 2), This high 

Chart 2: Employmenl-Populalion Ratio 
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Chart 3: The Unemployment Rate 
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cmploymenl.population ratio reflects longer term trends:, but the very strong lahor market tlnd 
policies designed to increusc the rewards to work surely have contributed as well by atlracting 
new workers into the labor market. At the same time. the unemployment rate has been below 5 
percent [01' 29 consecutive months and IS lower thtm it has becn in 29 years. While the 
unemployment rate in January 1993 was about the same us it was at a comparable point in lhe 
] 980s expansion, it has subsequently declined faster and further than it did in that expansion 
(Chart 3). 

EMPLOYMENT GAINS ARE WIDESPRMD 

Labor market gains since January 1993 hu\'c been impressive across demogr-.1phic groups 
(Table I). African Americans and HispaniCs, for example. experienced their lowest 
unemployment roles on record during the past year (Cnal14).:l Employment-POPulation rutios 
have reached record highs not only for all persons uged 16 and over but also for p~lrtlcular 
subgroups such as: women, African Americans and Hispanics,4 The increased lahor force 
activity of women, in particuJar, reflects a combination of forces, such as welfare reform and the 
Earned Income Tax Credit (EITC), that improve the incentives to work among those with low 
earnIngs. The unemployment rate for women is the lowest it has been since 1953, 

Table 1 

Indicators Qt Labor Market Activity for SelE1Cted Demographic Groups 


1992 to NOWIrnt)er 1999 

(percent, ci~lian workers, seasonally adjusted) 


UnempSoyment rate Employment-population ratio 
Demographic group Annual 1992 Nov, 1999 Change Annual 1992 Nov. 1999 Chango 

TOlal 7.5 4.1 -3.4 61.5 64.3 2.6 
Whi:e 6.6 3.5 -3.1 62.4 64.8 2.4 
African American 14,2 8.1 -6,1 549 60.6 6.0 
Hispanic 11.6 6.0 -5.6 59.1 63.7 4.6 
Men, 16 years and o\er 7.9 4.0 -3.9 69.8 71.6 1.8 
Women, 16 years and OWf 7.0 4.2 -2.8 53.8 57.5 3.8 
Teenagers 20.1 14.1 -6.0 40.9 44.8 3.9 

Source: Buraau of Labor Statistics, Household SUl\ey. 

JScpamtc unemployment rates have been recorded since 1972 for ,\frican Am\!ricans and li)i'3 for 
Hispanics. The record lows for these group;; were 7.3 percent for African Americans (June 1999) ::md 5,8 percent for 
lii;;pani.cs (March 1999). Monthly rutcs for !hc~c gmups have a tendency to !lucIU1!IC somewhat, due I,) their small 
sizes in Ihe monthly SllfVCyS of households, 

~Rccord highs for ihese gmup~ incluu..! an emplny:ncm.p.,ptllaripo lJ.uio of 57.6 percenl for women 
(January 19(9), 6J.2 pl!rccnt 11)[ Alh':lll\ Allicfi~urlS {January 1999) and (J4, I percent f"lf Ilispanics (Murch 19~h 

http:lii;;pani.cs
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Chart 4: Unemployment Rates by Race and Ethnicity 
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Unemployment rales have declined for till educ;Jtiollul groups since 1992, with the largest 
percentage point declines in the groups with the fewest years of schooling completed (Churt 5). 

Chart 5: Unemployment Rates by Educational Attainment 
in 1992 and November 1999 
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Source; Bureau of lab<!f Statistics, Household SI.lIWY. 
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THE QUALITY OF JOBS 

The 20 million jobs created since January 1993 have overwhelmingly been good jobs. 
This conclusion is based on an analysis of employment growth in which total household 
employment is divided into 90 industry/occupation categories, ranked by median camings, in 
order to assess where the new employment growth occurred.:S This analysis indicates that 

• 	 81 percent of the newJobs created from 1993 to the pre-sentI> were in calegories paying 
above-median wages; and 

• 	 65 percent of the new jobs created were In job categories with wages in the hlghcst~paylng 
third of industry/occupation categories. 

Many of the good new jobs are in profc.. ..sional and managerial occupations, and these 
two categories account for almost 70 percent of college graduates in the workforce. But growth 
in good jobs was not confined to college graduates, 

First. while roughly 77 percent of employees in professional johs in 1998 had at Ic;,ls! a 
bachelors degree, 51 percent of managers did not. 

Second. the overwhelming majority of new jobs in industry/occupation categories marc 
likely to be filled by non~college gmduatcs tire ;,lIse good jobs. When professional occupations 
are excluded from the analysis, 71 percent of the remaining employment growth was 1n 
categories that paid abovc~median wages (for the categories that remained). Sixty percent was in 
the highest-paying third of induslry/occupation categories. 

Finally, the ovcn:vhclming majority of employment growth Ulllong those with U high 
school diploma {but no college) were goodjohs. A preliminary analysis confined to this group 
found th~t! virtually ull (if the net growth in employment was in the highest-paying third of 
industry/occupation categories for such workers, (Gains for the bottom third were lurgcly offset 
by losses in the middle third.) 

S The Illiu!>chl)td survey is used because the est.1bli5hmem survey does nOI contain inform:.i.lion about 
o{'cupa!ions Hwt would allow this kind of brenkdown. The results from the household survey ate used lU infer where 
1he job growth occurred. The Council of Economic Advisers and the Departmen! of ubot carlier CnndW':lOO a 
:-imitar analysis of job grn\Vlh between rebnrury 1994 and FebrililrY 1996 based on a finer induslryloccupllthm 
h~kd,)wn lsc,: Joh Crctllhm Gild EmploYll/ent Opportuuities' the United Slate, l.,a/Jm'Market, /993-1996, A 
Report by the Council nfEc,lOomic Advisers wi1h the U,S, Dcp:trtment of Lab\lf. Oftkc of the Chief E'llnomi~l, 
April 23, 1996). ThaI report fOllnd Ihilt 6S percent of Ihe net gmwth in full-time employment oceurred in 
industry/occupation groups paying ;lbt)ve~medi.. n wages. 

~ecause the houschold data (Ire not seasonally adjusted. a comparisnn of Oclnber 1999 employment level;.; 
wi1h January 19~3 employment leyels might be comaminalcd by seasonal factors, To minimize sea50nal effects lmd 
to capture jobs crealed ill 1993·99, the analysis cnmparc.-;. avernge empk>Yffil!n! !11 January through Oclnhcr 1999 
wi1h average employmen1 in 1992. 

7 Indm.!ry/oc:.:upa!ion glOups were mnked by median c(lrningli in llie base year Jlnd separated illto Iw'u 
groups, each containing hall' of Intal emplilj'mcnt. Eighty-olle ptn::cnt ot the {lmploymcnl growth was in the higher 
p,.lying half. 
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WAGE GAINS ACROSS·THE·BOARD 

This expansion's strong labor market has created a large number of good new jobs and it 
has generated rising rcal (inflation-adjusted) wages for most workers. Although illook some 
time for growth in rcal average hourly earnings to gain momentum in this expansion. the past 4 
years have witnessed solid gains (Char(6). By contrast, rcal wages declined at the end of the 
1980s expansion and continued to decline in the !990-91 recession. 

Chart 6: Real Average Hourly Earnings 
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Source: Bureau 01 Labor Statistics. Establishment Survey. 


Average real camings m the United States were relatively stagnant Of falling from 1979 
through the mid-1990s, with low-wage earners cxperiencing the greatest losses of carnings and 
ovcrall earnings inequality rising significanlly.~ However, the resumption in rcal carnings. 
growth since: 1996 has been especially evident among low-wage workers. Since the second 
quarter of 1996. median usual weekly carnings of full-time workers have grown by 5.3 percent. 
Growth was 7,0 percent at the 25th percentile of earnings, and 8.5 percent at the 10th percentile. 
Compared with the 1 980s expansion, the growlh in these earnings has been much more evenly 
diSlributcd since 1994 (Chart 7). 

gRca! wage data in this report urc blllicd Of} inc ulTu;ia! consumer pricc indcxes (CP!) cmnputcd by the 
Bureau 0: Labor Slatislics (BLS). However, methodological impmvementli made by the BLS would llavc rcdu(:oo 
mcasured ioflalion belwccn 1979 and 1995 by almost a half percentage point per year, nn average, if they hud been 
inlroduced earlier. Usc of an expenmental index dlllt incorporates these changes in earlier yean;: would raise real 
wage growth slightly. but nnt change the basic conclusions of this report. 
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Chart 7: Growth in Median Usual Weekly Eamings 
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The resumption of significant reul wugc growth primarily reflects the return of high 
productivilY growth. which has averaged over 2 percent per year for each of the past :3 years, 
Furthcnnore. the higher rca! wage growth at the houom of the wage scale rcnccts other policy 
developments, such us the increuscs in the Federal minimum wage that were implemented during 
Oc<ober 1996 and September 1997. 

Finally, the increases in employment and earnings experienced by workers have resulted 
in rising real im:omcs and declining poverty rates for Amenc<ln families. Real median household 
income reached an all~timc high of $38,885 in 1998, The poverty rate fell to 12.7 percent, the 
lowest it has been since 1979. The effects of the EITC. which are not rencclcd in the oHicial 
money income and poverty mCll.'iures, lifted un additiona[ 4.3 million people (Jut of poverty In 
both 1997 and 1998. African Americans experienced a lurge 15,1 percent increase in real 
mediun household income between 1993 and i998 and the poverty nHc for African Americans of 
26.1 percent is the lowest ever re<::orded. Real median Hicome of Hispanic households grew by 
4.8 percent in 1998. :.md thc povcrty rate dropped Hi the lowest it has been since 1979. 

S~:CTORAL DIFFERENCES 

An industry hrcakdown of the 20 million new PHYTOl! jobs that holVe hecn created since 
Janullry 1993 shows thut services accounted for about 50 percent of uU new jobs created, and 
I'ctailtradc accounteil for another 17 percent (Charl 8). Although johs in the services industry 
are commonly thought of as low-wage, the industry is in fuel quite heterogeneous, with 
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predominantly high paying jobs. Of all jobs created in the services jndustry, nearly three~quartcrs 
have been in the professional and managerial occupations that pay above-median wages. 

Across all industries, employment in the professional and managerial job categories is 
growing the most mpidly, und these two categories together account for over 60 percent of all nct 
new job creation (Chart 9). They also account for aimost 70 percent of all college graduates in 
the workforce, so rising employment in these occupations reflects the premium that our economy 
now places on the acquisition of skills. 

While profeSSionals und managers experienced the highest employment growth rates, the 
robust growth of the economy also produced strong growth rates in high~wage jobs for those ' 
without college degrees. For example, there was significant employment growth in the sales, 
ct'Jfls, and opcrativciJaboror occupational c.stcgorics. This included signlficnot growth in bluc~ 
collar jobs, reflecting the relative strength of the construction, transportiltion/communicution, and 
wholesale trade sectors. Since January 1993, 1.8 million new construction jobs have been added, 
The annual rate of job creation in construction over this period was substantially faster than it 
was during the expilnsion of the 1980$, 

Chart 8: Shares of Employment Growth by 
Industry, Jan, ,1993· Nov. 1999 
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After declining by 3 million jobs from an all-lime peak in 1979. manufacturing jobs rose 
by 252,000 after hnuury 1993. However, the patiem of job growth in thi~ sector has been 
uneven since then. A!most 800,000 new jobs were added between J~muary 1993 and February 
1998, but since that time roughly two-thirds of thut number have been lost. This decline rcl1ccts 
!he loss of exports to Asia since the financial crisis there, as well as s.tagnant cxpOI1S and rising 
imports mOle broadly [hat reflect the strength of the U.S. economy relative to those of our 

http:eSllme.le
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lmding partners. It is. anticipated. however, that some of the lost jobs will return when fomign 
markets reguin strength, 

Chart H): Change in Ihe Number of 
Manufacturing Jobs
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MOST .lOllS REMAIN FUU~TIME 

The majority of all jobs corllmuc to be fulJ~timc jobs. There has been no increase in the 
limportion of jobs thal are part-time or that arc secondary jobs for workers. 

The proportion of employed persons reporting parl-time employment hus dechncd 
slightly in recent years, falling 2 percentage points since 1994 (Chart It). Most of the decrease 
in part-lime employment has occurred because of a decrease in those taking part-time jobs for 
"non-economic" reasons, such as illness or child-care responsibilities. If the new jobs were 
disproportionately pun-Orne, average hours worked per job might be expected to fall, But 
employer d.Jta show that average hour;.; worked for all jobs (including thc new jobs) remained 
roughly con ;;tal1l: the number of nonfarm Jobs and the tOHtI number of hours worked both grew 

Chart 11: Fraction of Workers with Part·Time Jobs 
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at about the same rate since January 1993. Thus, Ihis evidence also suggests. that most of the 
flew jobs are full~time, 

Multiple joh holding might raise concerns anout the quality ofjobs created ir Americans 
have to work two or more jobs to make ends meet. The data, however, do not indicate any 
significant change in multiple job holdjng, The percentage of employed persons working 
multiple jobs has remained about 6 percent since the late 19805. 

()ECLII"ING WORKER f)fSI'LACEMENT 

In UII economy characterized by rapid net job growth, the volume of new jobs vtlstly 
oUlnumbers the volume of job losses, But in any growing economy. particular jobs will be lost 
as declining finns are replaced by new, growing firms or liS firms reorganize to remain 
competitive, Unfortunately, these kinds of job losses often generate employment and cumings 
losses. particularly among more experienced workers, who must then bear the costs of adjusting 
to new jobs. An important question is, has the rapid growth of jobs in the 1 990s also been 
accompanied by a growth in the percent of workers who have been displaced from their jobs? 

The datn show an increase in the probability of displacement 10 the late 19805 and early 
19905, and a drop thereafter. The percent of all workers with 3 or more years of lenure who 
became displaced from their job was 3.9 percent in the 1991·92 period. but then fell to 2.9 
percent in the 1995~9(j period. Because the labor market has been so robust in the 19905, both 
the rate of r(:~empl()ymenl following displacement and camings after re~employment have been 
higher in this decade than lit compttruble points in the 19805. 

Workers' fcurs of job loss have also declined in recent years. Survey results show (hat 
!he percent of workers who believe job loss is likely in the next year has declined since the mid~ 
19905, from 12 percent in 1993 to 8 percent in 1998. A different survey, of workers employed 
by large fimls, finds that the percent of workers who arc frequently concerned about being laid 
off rose unlil 1996 and declined thereafter from 46 percent to 33 percent in 1999 (Chart 12). 

Chart 12: Percent 01 Workers Surveyed Who Are 
Frequently Concerned About Being Laid 0115O,-===c.::.:=========-, 
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VI. CONCLUSION 

The lahor market in the United States has perfonncd extremely well over the past sevenll 
years. Unemployment rates are as low .as they have been in 29 years, and many demographic 
groups are experiencing their lowest uncrnploymtmt (or highest employment) ever recorded. 
Welfare cascloads loo are their lowest level in over 30 years as record numbers of people are 
moving frOIli welfare to work. Real wages, which had been stagnam or declining for almost two 
decades, are- now rising again, particularly among (he lowest-wage workers, Reul household 
income has reached a record high while poverty !'Utes arc dcclining. While the increased 
earnings inequality in the 19805 and early 1990& has not been reversed, the gains from economic 
gro\v'th are now being shared more widely, 

Employment is growing in high·wagc job categories. Indeed, over 80 percent of the 20 
mil1ion jobs created since January 1993 arc in categDries that pay wages above the median, and 
65 percent arc in the top third ofjob catcgorie..<; ranked by median earnings. 

Other evidence too suggests that the United Stutes is creating a large number of high. 
quality jobs. The data show that there has been no increase in the share of employees who are 
working part-time jobs or the fraction of the workforce holding multiple jobs. Recent research 
has also indicated that job displacement mtes and workers' perceptions of the likelihood of job 
loss have decreased in recent years. 

Overall. the U.S. labor market is performing exceptionally well. but some sources of 
.;:oncem remain, ,A.lthough manufacturing jobs are up since January 1993, in the wake of the 
Asian financial crisis more than half a million jobs have been lost since March 1998, However, 
strong domestic consumer demand, along with some stabilization in the economies of our trading 
partners, have led to faster growth of output in manufacturing in 1999. If output gains continue 
at their current pace, employment gains should follow, 

Whl Ie the declines in unemployment rates for disadvantaged groups arc encouraging, the 
rates themselves remain to9 high, Recognizing {hat continued investments in education and 
lraining for these groups arc essential to improve their labor market performaoce, the 
Clinton/Gore Administration has implemented initiatives such as lhe Youth Opportunity 
Movement. America's Job Network, and tbe President's GEAR UP initiative. The President's 
New Markels lnitiative, which encoumges businesses to tap consumer markets and labor pools in 
underserved local arcas, also should contribute to continued improvements in employment rates 
for all of these groups, The Administration also believes that those who suffer displacement 
through no fault of their own should he gLlaranteed access (0 the kinds of reemployment services: 
that will help them regain employment with minirnalloss of earnings, 

Finally, the Administration continues to pursue policies that reduce inequality and "make 
work pay" for all American workers, especially the lcust·educated, Minimum wage inCfCl,lSCS 

implemented in 1996 and 1997 have been one factor that has contributed to earnings growth for 
those with the lowest wages, and tbe President bas proposed an additional $1.00 increase in the 
minimum wage ovcr:l two-year period to contribute fUl1hcr to strong wage growth among thosc 
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who suffewd the greatest deterioration in wages during the 1970& and 19805, 

The creation of 20 million jobs since January 1993 IS a significant achievement. Even 
more encouraging is the fact that the overwhelming majority of these jobs have been good jobs. 
This accomplishment highlights the imporlance of sound policies to keep the economy strong 
and to invest in people. 
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STATE~-IENT BY i\lARTlN N. BAILY 


CHAlfu\lAN', COUNCIL OF ECONOMIC ADV'S£RS 


Today, the Council of Eco:1omic Advisers reieased a brief report-The Uses o/Census 
Dora: An Anatlyrical Review. This dcc'Jrnent provides an overview ofLhe myriad uses of 
census data by many different sectors of society. The constitutionally designated purpose 
of the decennial cenSus is to e:1Sure an accurate apportionment of seats in the House of 
Representatives based on state populations. However, since the early 1800s policy, 
makers have :'ecognized mat an nccurate ce!1SUS can provide other valuable infonnation to 
:mprove :he policy pro-:ess, Currently, polley makers at all levels of government, as well 
ns private businesses, households, researchers. and nonprofit organizations, rely on an 
accmate census in many ways that range far-beyond the single fact of how many people 
live i::1 each state, . 

The :-eview notes ilia: the Fecer;ll Government uses census data in a variety of 
extraordinarily important ways. For example, census data provide inforr::1ation necessary 
for monitoring compliance wit~ the Votmg Rights Act, the Civil Rights Act, and other 
aP.ti~discrimination and affirmative action plan requirements. Accurate census data a:e 
slrrdlarly essential for programs tha: identify arens e:igible for housing assistance and 
rehabilitation loans; housing subsidies, job training and employment services; energy cost 
assistance; and community economic development Accurate census data are critical to 
;:,lIocating funds for suppleme;:nal food programs and other social services for women and 
ch~id:en. The accuracy of census dam affe(ts the aHocation of funding for ;1umerocs 
Federal education programs such as. vocatiorta! and adult education, 

Slate and local governments also use cenSus data lil important ways. These include 
decisions on redistricting and the detennina~ion of state and loca! voting dis:rict 
boundaries; use by loc-al government agencies :rying to detennine the need for new 
schools; and prograrr:. plahr.ing for infrastructure, public health and e:tviroCl.'11ental 
protection, 

The business community relies on accurate census data for product development, 
:narkering, and location decisions, In macy cases, private social service agencies and 
community groups depend on census data for the delivery of health, social, and 
educational services. Accurate census data are vital to researchers in a wide variety of 
endeavors, Finally, data from the dece:titial Census form a crucial input into the sample 
designs of other nariona! surveys that are used in calculatir.g unemployment and inflation 
statistics, as well as a wide range of other statistics used in eva~uating and formulati:ig 
natIonal policy. 
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OVERVIEW: 

Constitutiona!1y, the purpose of the decennial census is to ensure an accurate 
apportionment of seats in the House of Representatives bas~ on state populations. Since the 
early 1800s. however, polky makers have recognized that an accura~e census can provide other 
valuable information to improve the policy ·process. Today, policy makers at aU levels of 
government, as well as private businesses, households, researchers, and nonprofit organizations, 
rely on an accurate census in myriad ways that range far beyond the sing!e fnet of how many 
people live in each state. This report provides a brief overview of these uses. 

I. FEDER .. L GOVERNMENT USES 

Monitoring compliance with Federa! law. Questions on nncestry, gender. race, 
Hispanic Origin, language spoken al home. place of b·irth. citizenship and year of 
entry provide critical information for monitoring compJiam:e with the Voting­
Rights Act, the Civil Rights Act. and other anti-discrimination and affirmative 
action plan requirements. 

Assessing economic well being. Accurate census data are critical for developing 
:iccurate assessments of economic well-being for the Nation as a whole as well as 
for different racial, ethnic, and regional populations. 

Assisting families llnd low~incomc populations. Accu'rate census data are critical 
for programs that aim to i~entify areas eligible for housing assistance and 
rehabilitlltio:11ouns: housing subsidies; job training and employment serVlces; 
energy cost assistance: and con:munlty economic development. Accumte census 
data also are critical to allocating funds for supplemental food programs and other 
social services for women and children. 

AS5is.ting the eiderly. the disablcd,'and veterans, Accumtc censuS data are 
required to determine and forecast the number of persons eligible for benefits 
based on age, such us Social Security and Medicare and to forecas[ the number of 
persons eligible for Social Security disability benefits. They are necessary to 
develop baselines for reducing employment bamcrs faced by persons with 
dis3bili!ies and to ullocJte funds for vocational education and rehabilitation 
progrJ.ms for disableil workers. Accurate census data are required to determine 
where to build veterans hospitals, to establish baselines for veteran population 
projections, and to report 10 Congress on the needs of selected groups of veterans, 
!lUCn as Vietnam-era and female veterans. 

Education. The accumcy of census dala affects the allocmion of funding for 
numerous Federal education progrums such as vocational and adult educmion. 

Other. Census data on fann residence help USDA assess housing conditions and 
needs on farms. Information On place of work and journey to work helps the 
Federal gove:nment formulate national transpor.ation and cncrgy~use policies, 
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II, STATE AND LOCAL GOVERNME"T USES 

Drawing h;gislative boundaries. DecislOns on redistricting and the deterrninatlon 
of stute and local voting districi boundaries require accurate census data, 

Education, Accurate census data are critical to local government agencies and 
school boards trying to determine the need for new schools, including what type 
(elementary, middle, or high school), 

Jnfrastructurc, public health and environmental protection, and program planning,·' 
~umerous state nnd locai government planning responsibilities depend on 
accurate census data, including determining (he need for schools, highways, 
public transportation. hospimls, libraries. and police and fire protection, Water 
and sewage disposal infonnation helps identify needs for water purificatIon, 
treatment, or sewage facilities. Farm data are used to allocate funds to land grant 
colleges, for cooperative extension activities., and for grants to agricultural 
experiment stations. Accurate census data make for better planning and 
implementation of a variety of programs. including education and training. health, 
education, and social services. Accurate census data help public health officials 
perfoon tasks such as locating areas in danger of ground water contamin',ation and 
waterborne diseases, They help environmental agencies analyze energy 

. consumption, identify conservation opportunities, and forecast energy needs, 

Disaster relief. Accurate census infonnation helps iocal governments predict 
transportation needs i;) disas~e:'" recovery and contingency pl:.mning initiati yes. 
"The data help governments and relief agencies in assessing the amount of 
displacement and the shelter and recovery needs: of populations affecled by natural 
disasters such as floods. hurricanes, tornadoes, and earthquakes. 

Assisting families. low~income populations. the elderlY, the disabled. and 
veterans, Accurate census datu (i.re necessary for appropriate state implementation 
of Federal programs for these groups in arcas such as housing assistance, energy 
cost assistance, community development, and employment tlnd social services. 
Accurate census data also help city and community officials pinpoint areas that 
need special programs such as mcals·on-wnee!s and social service agenCies 
identify special needs such as telephone access in case of medical emergency. 



Ill. BllSINESS USES 

Product development and marketing. Accurate census data on where people of 
different ages live helps businesses of all kinds to develop and market their 
prooucts, For example: 

Manufacturers of baby products such as baby food, clothes, diapers, and wj's, and 
manufacturers of ma;ernity clothes and greeting cards need accurate 
information on children as they develop and market their product lines, as 
do television producers of children's programs and pla.nners of large 
family amusement parks. 

Architects, contractors. and real estate firms need accurate information on the size 
and 'composition of households and their ho,using as they design: build, 
and sell houses and apartments. 

"Producers of consumer durables such as television sets. washing machines, and 
home furnishings benefit from accurate infonnation on households and 
their characteristics. 

Accurate census information on language spoken at home helps television and 
radio stations define foreign language service areas and marketing 
companies develop prodt!cts and services tailored to those who speak 

, languages other than English, 

Forecasting demand. Businesses forecasting dcmund for 'their products require 
accurate census data to develop these forecasts. utilities depend on accumte 
census data to develop long-range plans for new facilities and networks. 

, 
Location decisions. A variety of business location decisions are improved by 
accumte census data. Examples include: busines?es secking to pinpOint areas to 
gauge potential markets for locating new stores, plants. or warehouses; businesses 
interesred in finding shes having a labor force with certain education ' 
characteristics,; building developers nn.d cootractors selecting sites for !'lew 
housing developments; and businesses seeking to pinpoint areas of a city for 
locating new rcstaurunts specializing in particular types of ethnic food" 

Providing equaJ opPQrtunities and achieving compli:mce with Fcdcr..!llaw. 
Accurate census data help businesses set up and monitor affirmative action and 
anti-discrimination plans. And they help companies to comply with anti· 
discriminat:on Jegislaliur: such as :h~ Equal Employment Opportunities Act. 
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.' An'independent television station in Philadelphia that is using ZIP'ewe !evel dnta 
for a view~r profile to design program and advertiSing strategies. 

• 	 A~o:rejgn larguage newspaper dlstribur~}l', seeking inaC:,;::;jl~,~;:!;~.;i 
- YorlC, Ncw,-'Jer'sey,'an'd'Connecticut used"census datii'to 

'h(;~e~'in ,'ea~h'i'c6uri'ty,6f tnttthree:states:C'. 


• "A~~'aJor:a~~ertl~i~g' finn":~~;ed ~'ensUs da~a On languages spoke!! at hh'~"' 
Chicago area to d,evelop'a new aoverti~ing campaign'for a ~Iient.' 

• 	 A district sales office for an automobile manufacturer is 
pro,mes fC!r, Zl: market an~}>:sis that wjlf,p~ used to help loea] ~!,!~~~i;;~d;;~:I~; 
sales cump'iugns:'" ',," " 

• 	 A real cSl~it6 company i'n,Colorado is using cen~us dat:,I to determine'which i 
languages to use on a series of instructional tapes on buying and selling real estate. 

IV. COMMUNITY GROUP USES 

,Delivering healih, social, and educat:onal service:>. 1:1 many cases, private social 
service agencies and community groups have {he s~rne needs for a{:curute census 
data as staie and'local government agencies that p:o\'ide social services. Private 
groups benefit from aCcurate CenSuS data to set up ::md administer assistance 
programs for children. teens, and older persons: to provide services that rellect 



cultural differences: to teach English. and condl!ct voter registration drives; to 
provide housing and job training for displaced homemakers; to provide veteran 
support servlces nnd promote the need f~r vcteran services and facilities. 

pisaster.relief. As with social services, non-governmental organizations benefit 
from accurate census information in much the same way as govemmems :when 
planning for and responding to disasters like hurricanes, tornadoes, floods, and 
earthquakes, 

V. INDIVIDUAL USES 

L.ocation decis.:on§. Individuals can make beuer choices about home~buying, job 
relocation, or starting a small business if they can take advantage oJ accurate 
census information. 

VI. ACADE:vIIC RESEARCH USES 

Accurate censuS: data are vital to researchers in a wide variety ofendeavors, Some 
of the most important needs include the following: 

Any research requiring comprehensi ve infonnurion m the neighborhood. level 
must rely on the census. with its tract level information, 

Research on cthnicity or other research requiring rcru;oI1ublc numbers of 
observations of relatively small poPI,,;,Jution g;oups must rely on the census. 

The decennial census is.the only consistent source of data for researchers 
e~amining trends over periods of decades. 

The Census is the best source ofinforrm.nion ror research on immigration and 
mobililY· 

VII. USES IlY OTHER SURVEYS AND DATA COLLECTIOl'>' 

Serving !;is nn important base for other surveys. Data from the decennial Census 
form u crucial input into the sample dcs:gns of other nntion,alsurveys such as the 
Current Population Survey (the source of the natio;1's uncmploymer:t statistics). 
the Surveyor Income and Program Participutlon. the I\'miontll Crime 
Vic·timiztltion Survey, the Survey of Recent College Gr:lduutes, the Consumer 
Expenditure Survey (the source forexpcnditure weights used in ca\culMing the 
Consumer Price Index), and statistics complied by the l'J.tional Center for ' 
Educational Statistics (NCESj and the NatIOnal Center for Health St:.ttistics 
(NCHS). 
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Calculating rates, Data from 'other sources are combined with data. from the 
Census to compute rates of various indicators. For example, NCHS uses its own 
survey data combined with Census data to calculate numerous viml statistics and 
rates for health service utilization. Similarly, the Bureau of Justice Statistics uSes 
Census data to calculate imprisonment and victimization rates, and the Federal 
Bureau of Investigatio'n uses Census data to calculate crime rates. 

·CJ'eating.o.~.tional estimates. Census"data are used to adju·st surveys to be 
nationally representative. For example, the NCES uses Census data to make its 
survey resulls on education indicators reflect the total United States population. , 

lhelabor·· 

Unemployment statistics from the CPS are ihcluded'in the allocation 
M " • ~::~~":~t~:~~~1~~~~~t~;distribute funds in ~any Federal progrurris~fU~e of.inaccurate pop~latic!f! 

a shih of se~eral pcrcent in a state's allocation, Many FcdcruJ programs aie,tj~ to.the poverty 
ritc-, which could also be affected by inacc'urate populatl,oI1 count~. This and other informa~ion 
derived from the CPS affects evaluations of s.uch initiali yes as welfare rerorm, health'insunulce 
legislation, 'and minimum wage legislalion, 
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IN NEW ECONOMY OCCt:l'ATlO!'lS 


A Repo:1 by tr.e COl:ncil of Economic Advisers 

The President today announced a new Council of Economic Advisers report 0:1 women's 
progress in the new economy, focusing on information techrlOlogy (IT) fields. This report notes 
that IT is a highly paid, dynamic, and rapidly growing sector of the labor market, with job 
growth th.at is far faster than the eco:lOmy at large. However, challenges remain to enable women 
1O share fully in the benefits of IT jobs, Currently, \.\;omen are significantly underrepresented in 
!T, especiolly in the higher~pajd occupations and much like in the economy at large, a gender 
earnings gap exists v,:ithin IT jobs. The pay gap for women narrows dramatically as women 
obtain mOre education. Policies that encourage greater numbers of college-educated worr.en to 
choose IT~rel;;ned fields of study, and Erm practices tha: encourage these women to remain in rr 
oL:cupatio:1s, cun be expected to he;p reduce:.he gender pay gap in IT. 

Among the key findlngs of the report arc: 

• The field of Information Technology (I1) has provided extraordjnary job growth in the 
United Stales. Since 1983, employment in five core IT-related occupations has gro\\'U by 81 
percent-an increase that greatly exceeded the 32 percen: employment growth for the general 
economy, 

• Employment in the five IT ~related occupations provides excellent pay for both men and 
women. For example. the median annua! earnings of women empioyed full~time in IT is over 
$38,OOQ-about 60 percent higher than the $23;900 earned by women working outside of IT. 

• However, an important gender e:npioyment gap exists 1:1 these [T occupations. Women 
are currently undcF.epresented! making up only 29 percent of these occupations, comparee with 
47 percent of the workforce i.r. the general ecol1o:ny, 

• Furthermore! women are :nost cnderrepresemcd in the IT occupations where pay is the 
highest-fer example, ir: electrical engineering, which is just 10 percent fema.le. This 
occupa:ional disparity contributes to a lack of women in the hig:1est paie. jobs. While 18 perccf"!t' 
of InCH employed ir. IT eam $70,000 Or morc, only 8 percent ofworr..en earn :.his much, 
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• There is also a gender pay gap \\1thin [T occupntions. A woman with median earnings in 
IT earns abmlt 22 perct:nt less than a man with mediar: enmir:gs Part of this gap stems from 
differences in age, education~ race" and occupational composition. Taking these factors into 
account lowers the gap to 12 percent-a gap similar to that estimated for the labor market mOrt 
generally. 

• The gender pay gap narrows sharply for women in IT who have higher levels of 
education. Women who do not have bachelor's degrees face a pay gap of 15 to 21 percent, after 
adjustIng for demographics and occupation, By contrast, women with a bachelor's degree or 
more face a 9 to 1 J percent gap, 10 [T jobs, education piays an even more impo:1ant role in 
narro..ving the pay gap than in the economy at large. 

• Reducing the pay gap in IT wiH require a relative increase in·the proportion of young 
..vomen who choose educational programs that prepare them for the higher-paying occupa:ions in 
IT. Policies that assist wqmen in their career development, such as on-the-job train:ng and 
:nentoring, can also enhance women's investment in these occupational sk:lls and tbeir retention 
rates, and can thus be expecled to help close the gender wage gap. 
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OPPORTUNITIES AND GENDER PAY EQUITY 


IN NEW ECONOMY OCCUPA nONS 


EXECUTIVE SUMMARV 

• 	 The field of Information Technology (IT) has pro\'ided extruordinary job growth in the 
United States, Since 1983, employment in five core IT -related occupations has grown 
by 81 percent-an increase that greatly e.\:;eeded the 32 percent employment growth for 
the general economy. 

• 	 Employment in the five IT ~related occupations provides excellent pay for both men and 
women, For example. the median annual earnings of women employed full-time in IT 
is over S38,OOO-a[x)lit 60 percen~ bgher th.ar. the $23,900 earned by women working 
outside of [T. 

• 	 However, an important gender employment gap exists in these IT occupations. Womt.'l1 
are currently cnderrepresented, making up only 29 percent of these occupations, 
compured with 47 percent of the workforee in the general economy. 

• 	 Furthermore, women are most underrepresented in the IT occupations where pay is the 
highest-for example, in electrical engineering, which is just 10 percent female. This 
occupational disparity contributes to a lack of women in the highest paid jobs. While 18 
percent of men employed in IT eurn $70.000 or more, only 8 percent of women earn this 
much. 

• 	 There is also a gender pay gap withi:1 IT occupations. A woman with media:1 earnings 
in IT eams ubout 22 percent less than a man with median earnings. Part of this gap 
stems from differences in age, education, race. and occupational composition. Taking 
these facwrs into account lowers the gap to 12 percent-a ga.p similar to that estimated 
for the labor market more generally. 

• 	 The gender pay gap narrows sharply for women in IT who have higher levels of 
education. Women who do not have bachelor's degrees face a pay gap of 15 to 21 
percent, after adjusting for demographics ilnd occupation. By contrast, wornen with a 
bachelor's degree or more faee a 9 to 11 percent gap. In IT jobs, education plays an even 
more important role in narrowing the pay gnp than in the economy at large, 

• 	 Reducing the pay gap in IT will require a. relative increase in the proportion of young 
women who choose educational programs that prepare them for the higher-paying 
occupations in iT. Policies that assist women in their career development, such as Qn~ 
the-job traimng and mentoring, can also enhance women's investment in these 
occupational skills llnd their retention rates, and can thus be expected to help close the 
gender wage gap. 



OPPORTUNITIES AND GENDER PAY EQUITY 

IN NEW ECO~OMY OCCUPATlOl'OS 

J. IKTRODUCTION 

The progress made by women in the paid labor market has been one of the most important 
eco:lomic changes of the 20lh century. The past century has seen an enormous increase in the 
proportion of women who work for pay. In 1999 about three~fifths of the ad'Jlt female populaHon 
were in the labor force (either employed or looking for work), a rate three times as rugh as the r.lte 
iIl 1900. And far more women today enter previously male..dominaled professions. 

The opening of opportunities tn the labor J:n:.lrket for women has gone hand in hand with 
improvements in their labor market outcomes. One way of assessing 'his progress is in the earnings 
of women relative to men (see Chart 1). In 1960 a woman wllh median earnings was paid about 40 
percent less ~han a man with mediaD earnings (b~sed on anr-unt e::tmings of full·time, full~year 
workers), This pay gap, which resulted in ;):1 eumings ratio of about 0.60, remained little changed 

over the 19605 and 1970$. bUI subsequentl)'
Chart 1. Ratio 01 Fef'J1ale io Mal& Median Annual narrowed, so that the earnings rutin was 0,73 for

Earnings for Full·TIme, Year.Round Wo......ars
OJ; ,.....=---_________--, 1998 {the last year for which data on fuH·year 

workers is available). In 1999 a slighlly different 
measure of pay equity--the median weekly 
earnings-indicated that the median fuH-time female 
worker eamed about 77 percent of a man's earnings. 

0, 
This report provides evide!1ce about the 

source of this pay gap by focusing on a nJrfOW, but" '-_____~________l 

increasingly important. subset of occupations in the 
11leC 18~ t910 19.15 1900 \\1" 1990 199;$ 

~: o.PltI!I'I$m oj ~ (&u'uu olltw C_l labor market-occupations related to information 
Technology (IT), The report's focus on IT stems 

fr(lm ihe particularly visible role IT hus played in the new economy. IT is a. highly paid. dyn::Imlc, 
and rapidJy growing sector of the labor market In fact. employment in the five core IT occupations 
grew 81 percent since 19&3, dwarfing the 32 percent growth in the economy at large. Women in this 
sector have earnings that considerably exceed those cutside IT. For example, a typical woman 
working fu!Hime in the IT occupations we study earns $38,000 annually, c<lmpared to $23,900 in 
other occupations, I . 

However, challenges still remain to enable women to share fulty in the benefits of IT jobs. 
Currently, women are s.ignificamly underrepresented in IT, especially in the higher~pajd occupations. 
In addition, much like in the economy lH !Mge, a gender earnings gap exists within IT jobs; weekJy 
pay in the IT occupations is 23 percent less for women than for men-about the same as in the rest 
of the labor mar:tet The pay gap for women with college education is SignificantlY smaller than for 
women with less education, A distinctive feature of toe IT Sector is that education plays an even 
more important role in murowing: the pay gap than in the economy at large. Policies that encourage 
greater numbers of college-educated watnen to choose IT~rclated fields of study.nnd firm practices 
that encourage these women to remain in IT occupations. can be cxpeeted to help reduce the gender 
pay g<lp in IT, 

All annual earni::ig,5 figures in this report are based on hourly e3rnings caJcuJa!oo from the CPS (described 
later in the text) trunsla;ed inio ye.\dy earnings for Q full-year worker employed 40 hours per week 
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Studying the sources of this pay gap in IT is useful as a means of understanding the pay 
structure in this rapidly growing sector, and is instructive for illuminating gender differences in pay 
in the {:.loor market more generally. Sectlon 2 provides a brief background 0;1 the IT SC::tQT. and 
Section 3 reports:.l statistical analysis of the gender wage g:lp in IT. Section 4 provides a discussion 
placing results in a broader context. Section 5 concludes. 

2. THE IT WORKFORCE 

By most accounts the U.S. economy is experiencing a technological transformation that has 
changed the nalu~e of work i!nd placed a premium on a new set of skills. While this transformJtion 
has' affected many jobs in the economy, there is a core Sci of occupations at the forefront of the 
revolution--occupations in information technology. Allhough there is no exact definition of an IT 
worker, there are a number of occupations that quite c1ear!y faJi into the general domain ofIT.2 The 
unulysis in this report considers a number of core IT occupations for which data are availabie from 
the Curren! Population Survey (CPS), Illarge nationally representative sample with informJtion on 
workers' weekly earnings, demographic char3cteristics, and occupation. These core IT occupations 
al"!: 

• electrical and electronic engineers; 

• computer systems analysts and scientists: 

• operations and sysrems researchers and analYSiS: 

• compute. programmers; and 

• computer operators. 

Definitions of these occupations are provided jn Box 1, 

1 Fot a further discuSSlO:J of these an::] rela:ed issues see Caro; Ann Meares et aL "The Digital Workforce: 
Buildint [nfotech Skills althe Speed of Innovation," U.S. Department of Commerce, Office of Technolog), 
Policy, June 1999. 
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am! selects the most appropriate imalytlcal tedmique to examine iL UpOn 'completion'of the analysis;l 
't~~ '~n';,lys~ P~~l~lS f!1a~atg~I;t:vi,'~it~ ~~~:~ri~~i!~f'i~a~.'on thi l:,~~h~l~f:~~~ ~~~~~_~i~: ',J~:;~': 
'"'' ,,_ M' », ' •• ,#'" ','",;"" 1,',' 1"~ '"~,," .. "';;.' • ,;,.. '.,:,.... , :, 

Chl~J;er Programmers, ·.\trite:- t~st.' and maihtairf tlle 'tletailed im.iJuctiQ;;§'~~cnifel progril.li;S~"~1!
".~,. - " '" ," • .". "." , "" », #,' ", " ""' •. j

soft\vare;"tbat'computers must'follow to rx;rfonn,their, fUflctiomi:';In 'man'v larger organizations';~- ",F". " "y"'"'' '.,,'", '",,0 '''',... ",-._", _ .. ",," 
pr~rsJo!li?w 'descri~i!)fl! t~.ii ffi!Ve ,i?OOn prep<i!ecf by' 50ft~are'·~ngine.e~S 9r ,systen:s an}lJYs~:~
Tlie transition from mainfuimc to 'gerwnal computers hitS olUri&t the once rigid'disunction between'­
-. -,'P " ,_, ',' ". '"", ','. - • V,<" " .. ,,"', • ',.- " ,,-,_, ,"'. "~-),, 

t~ pro~c\3I1d I~ U~t_' ln~'1)gh' ..aJept use~~ <:tIe taki~g £?;',e~,~ny,~Qf,the, tasks prevl,q~"~Iy 
·perfonnCd blprogrammers. such'aS wnting,simple,prcigiaffi'S to aSsess;dlita'or ~)ertorm calculations,,,: 
"':1'1'~ ',' ",,'~ .. ;," ~~<-'.. ,".~,:,,,, : ;""'" .\;I--<"·~:,,_,<~. r ,,;~,~,;.·;(\;,'·s~·.,.".(:jl-"':"" 
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, mainframes;"minico'Diputers;': or, rie't\\;6rks~~~oC
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well as solve problems !ha! occur duong,operatlons. '[ncreased automation and othenechrio!oglcal 
adv~ncts are\sh'iftine "the' res'Ponsibihtie's' of many corrfputer 'operators 'to/arEas "su~h as ndtwo}k" 
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IT Occupations: High Wages and Rapid Growth 

The combined employment level in these five occupations has grown by almost 81 percent 
since 1983 (Chart 2). with p:lrticularly strong growth in the last five Ye:ars, In contrast, total 

employment in the overall economy grew hy just 32 
Chart 2. Workers E~ployed in IT Occ\,calioos percent since 1983. Today these five rroccup<ltions 

4.000 comprise approximately 3.4 rnlllion workers (about 
2,6 percent of nIl employed workers}, Employment 
projections by the Bureuu of Labor Statistics suggest 
that rapid groWth for computer-related occupations 
is expected to continue weI! into the 21" century, 

Looking al specific occupatlQos, the most 
notable feature is the streng and steady growth of 
computer systems analysts and scientists. In 1983. 

19&3 1999 this occupation had just over a q'Llaner of a million 
s~ o..~ <>I Labw \&I'"" <>I (.abo; ~WItu), 

workers, or 14 percent of the total IT workforce, By 
1999, there were 1.5 minion worke~s in this 
occupation, Of 45 percent of the total. Also notable 
is the decline in tbe number of computer operators, .,," 
 perhaps stemming from changes in computing 
technology. 

In addition to experie.'1cing high employment 
growth. these occupations are also characterized by 

" '" • high wages, Median weekly earnings for fOUf of the 
o 2-XI <00 6OC: &'Xi 100) 1200 five IT occupations-all but computer operators­

!3~o,;,I.'$ 
So",e!J:!;epln_"!oII..a0(J!!6"'molw<b-::'S.a1""le-I' 

easily exceeded median weekly earnings for aU 
workers in 1999 as well as in 1989 (Chart 3). The 

median. earnings for the highest·paid IT occupation-electrical and electronic engineers-were 
almost twice that of all workers ($1.073 vs. $549 in 1999), 

e 3,0)0 ~. ,
i ' 

, 
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Female Representation in IT 

As in many other highly technil;::al occ-uparions, women arc underrepresented in IT, In 1999, 
women represented 46.5 percent of "I! employed workers, ;'ut only 28.9 percent of the IT workforce 
(Chart 4). The percentage of women in these occupatiorys h4ls actI.Wlly been declining since 1986, 
when it was 40.2 percent. These aggregate per<:cnlages. moreover, mask considerable vanalion 
across the five IT occupations. In 1999, women were p;utkularly underrepresented in the higher-

Chart 4. Females as a Percefl! of Tola; Workers puying IT occ',.lpations. For example. in electrical 
und electronic engineering-the highest*paid of these 
IT occup.itions-women made up just 10.1 percent. 
In c-omparison, women made up 57.3 percent of 
computer operators-the lowest paid lT occupution. 
Part of the overall downward trend in female 
represenlation in IT can be aecoLlnted fer by the 
general shift in employment away from comptlter 

E!oCl""'~ =iiiOo='-_______-' operators towards occupations in which women are 
o !! M: ,,. less well represented. Programs geared towards 

increasing ihe role of women in tedmicaJ fields are 
, discussed below, 

3. AN ANALYSIS OF mE GENOER WAGE GAP IN IT 

Although women in IT earn far more than women in other sectors, the median weelcly 
earnings of women who work full time in IT is about 23 percent less than men's-about the same 
pay gap as is experienced in the labor r!1afket generally. A small part of this difference is plausibly 
due to women in the sample working fewer hours than men. but use of a tnCasure of earnings per 
hour changes the gender pay gap only modeslly-to about 22 percent 

The objective of this analysis JS to explore the factors that underlie this hourly pay gap. A 
portion of the gap is due to differences in the characteristics of men and women. such as education 
and age. Regression analysis car. control for these differences. and thus comptw.:: the wages of simila.r 
men and women--of those with comparable educlition "na lige.' 

The basic pay difference belween ·women and men-the 12 percent pny gap--dimi~lshe5 to 
17 percent after controlling ror educational at~ainment, age, and race (see ell:u'! 5 and the Appendix 
Table)."' Women tend to be less well educated und s.lightly younger thur. men in IT, thus conl1olling 
for these differences narrows the gap slightly. This gnp might ulso narrow further if data were 
availrtble (In women's Jabor force experience (rather thun a.ge). since lower levels of experience at 
each age level could' limit women's pay growth relative to men's. 

31 n particular, a series of earnings regres~ion models are estimated using a pooled sample of~he 1997, ;998, 
and 1999 monthly CPS daUl (with respondents in 1997 and 1998 included only in their last survey months). 
The dependent variable is me log of individuals' per hour earnings. and explanatOry variables cnotrol :m. 
individual characteristics, The analysis focuses on full-time workers aged 20 or older who are not self. 
employed. Earnjns.~ :.re converted:o December 1999 dollars using the monthly CP1-U, The l'3mple size is 
6,650. All coeffi-::ient:> have been standardized so that they can be interpreted as the percellt differellce in 
eamings associated with the explamnory variable. (That is, l-) is reponed. where b is the estimated 
cceffident from me regressions.) 
4 The results :eported ir. the Appendix Tuble were estimated using median regression. rather than ordinary least 
squares (OLS). One .advantage of median regre:>sion is that it allows one 10 safely ignore earnings top·coding 
of the CPS data (about 1.7 percent oflhe Slmple are top-(ooed), A second advantage i:> that this allows. easy 
comparison to the olher quantile regressions discussed below. Differenceh in "average" or "typical" 
irniividu.1;$, desc:ibed in the texI, always refer to differences in the median. The same regressions were 
estimated using OLS. leading to similar inferences. 
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Chart 5. Gonoer Gil;) 'I') Medial') Hourly 2a't'liI'QS 

, ICc l~ ~~ u the gap faUs to 12 percent after adding controls for• occupiHional composition.:; It may be tempting to 
conclude tha( this estimated 12 percent pay gap is 

therefore a rm.!gh meas.ure of the extent of ger.der discrimination in the IT labor market However, 
this measure may underestiffiJte the true extent of pay discrimination. [f capable women are 
p:omoted inte J:righer-paying computeNelated occupations at lower rates than men. [hen looking at 
the pay differentials between men and women within each occupation doesn't reveal the extent of 
pay discrimination-the glass ceiling limits women's promotions and rbus elevates the pay disparity 
between women and men overall.6 

Differences in the Pay Gnp Across Educational Levels 

The avernge gender pay gap at the median-22 percent-masks striking differences 10 the 
gap between men and women .:It varying revels of education. Among women and men who hove a 
high school degree or less, the pay gap is 21 pe~cent even after accounting for differences in 
demograpbics and occupation. The comparable gap for workers with some' college education is 1.5 

, 
0i0~ I::;S~~'b;'7~~R!'lna;« _.=~l'>"i'5lIii"" ~,,""" 

Another factor affecting the differential pay 
of men and women in rT is that women tend to be 
employed in IT occupations thal Jre lower paying. 
For example, women are more likely to be computer 
operntors than men a.""e, and women are less likely to 
be ele<:lr1cal and electronic engineers, Controlling 
for these occupational differences within the IT 
sector explains a sigr.ificant portion ofrhe pay gap-

Chart It Gender Gap :n Vodiafl Hour:y Earnings 

" OC;'1I,oIl !Qt 

Oo""'Qt~ol»<:.la"~ 
~~~ 

.CMl"".IO! 

percent. Stnce 16 percent of aU women in IT have a 
high~sehool degree or less, and an additional 30 
pert:ent have some college (but no bachelor's 
degree), the persistently large pay gap between these 
women and men is certainly nOtewOrthy. For women 
with higher levels of education, in contrast, the 
gender pay gap is lower-about 9 to 11 percent 
(Chart 6), This demonstrates the potential for 
educadon to promote greater pay equity for womer.. 
In this regard, education is particularly imporumt in 

Q 5 '0 l~~~ 2S 3() as IT occupations, Our analysis suggests that education 
SC""'8 CEAt_"Nj"~!.....,,..,CPsalll plays a more important role in narrowing the pay gap 

in IT jobs than in the economy at large. 

! This 12 percent "tmexplabed" pay gap is the ~me as one study featured in the Council of Economic Advisers 
rl!port, "Explabing Trends in t.ie Gender Wage Gap," 1993. 
~ To iliustratt': this point, consider n hypothetical example. Suppose thaI a firm pays all of ils progrnmmers­
men and .....,omen alike-the same wage. This firm also pays all systems analysts-again. men and women 
alike-a higher wage, Suppose further that this firm discriminates against women :0 promotion, so that a 
higher fraction of men than wom~n are promoted from the programming pos;tions into (he higher-paying 
systems analyst positions, Using a regression approach that looks ut pny onty within OCCOpatlO05 (as we did 
(0 calculate Ine 12 percent reported above}, t.'cre would be 00 evidence of pay discrimination within 
occupations in thi5 hypothetical fi~m, even though in fact pa), discriminarion exists-operating, through lower 
promotion rates fer women. 
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The Pay Gap Across the Pay Distribution 

The IT sector is well known for its high average pay rates, but also for paying exc-eptionally 
high wages to a substantial number of people, such as people in jobs with successful start-up 
companies. In fact, in the IT occupations evaluated he:e, 18 percent or men and 8 percent of women 
have earnings that translate to more tha:: $70,000 nnr.ualiy. Outside the IT sector far fewer people 
eam these high income levels-only 7 percent of men and 2t,4 percent of women. Similarly, 10 
pen;en: of men and 4 percent of women in IT cam more than S80,000, compared with 4 percent of 
Polen and lift percent of women working outside the IT sector. 

However. thes.e same numbers indicate that in IT, as in the rest of the labor market, wornen 
do not fully share in high-eamings jobs. Women, in fact, are concentrated at the other end of the 
distribution; 20 per;;em of all women in 1T have earnings that 1.r.lnslate to $24.900 or less per yer.tr. 

but only 9 percent of men fall in this earnings 
category. (Chart 7 shows the earnings distributions 
for mcn and women,) 

Sources of Pay Disparity at the Low and 
High Earnings LeyefS, At every point of the 
earnings distribution. women eam less than men, 
Amotlg low-earning workers tbere is a large gap of 
24 percent, while among high-earning workers the 
gap IS a somewhat smal~cr 17 percent. intriguingly, 
however, once demographics, edUcation, and 
occupa.tion arc taken into account, there is a. 
persistent "unexplained" 12 to 13 percent gender pay 

gap at the low end of the earnings distribution. as welt as at {he median, and high end, The fa;;;t that 
the same gAp persists a1 the upper end of (he eMnings distribution indicates that occupational choice 
can only paniany explain why even highly-compensated women earn less thIm men,1 

Summary of Statistical Results 

Analysis jndica~s that at the median, the gender pay gap in IT of 22 percent narrows to 17 
percent among individuals with similar age, race, and educiltion, and to l2 percent when also 
accounting for genae( differences in occupation, Other notuble findings that emerge from the 
statistical analysis are: 

• 	 While women in IT generally earn considerably less than men, this gap is much smaller for 
women who are college educ:ncd. Among [T workers with no cotlcge education, women earn 
about 21 percent less than men with similar demographics and occupations. Ia contrast, the gap 
for those with a bachelor's degree or graduate degree IS 9 to 11 percent. 

• 	 Much of the wage gap in IT is the consequence of differences in occupatioaal composition by 
gender. Accounting for OCcljpation differences (along with demographics and education) the 
wuge gap closes !O 12-13 percent for workers receiving jow earnings. median earnings, and high 
earnings. 

7 These results are based on qllamile regression results that compare women al Ihe gOil! percentile of their 
di~!ribution to men III lhe 80mpercentile of their carning,s dihtributlon, introduci:lg controls for :lg¢, educmicn, 
race, .and occupation. and on a similar quan:ile regression at the 20th percentile. See the Appendix table, 
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4. LOWER REPRESENTATION OF WOME:< IN TECHNICAL FIEtOS 

The results above indicate that women are paid less than men in IT occupations, even after 
accounting for observed factors that influence pay. As nored, this gap is not by any means unique 
to the IT sector. It largely mirrors what happens in the economy at large and is simi!ar to trends in 
tbe brood fields of science and engineering. where women are also greatly underrepresented, 
particularly in the highest paying jobs. A portion of the difference in pay in technical fields is a 
consequence of !his underrepresentation. so il is importanllo understand why this disparity occurs. 

Some of the gender differences in representation in scientific or IT occupations are due to 

the differences in the proportion of men and women who prepare for lechnicaHy-oriented careers. 
Whih:: the evidence suggcs~ that men and women are receiving the same level of science and math 
pmparation in high school. among those earning bachelor's degrees women were much less likely 
thun men to earn a degree in science and engineering. In 1996,41 percent of men and 29 percent of 
W(H'J)t;n selected degrees in this area. The percetttage differences ure even larger wben focussing 
specifically on engineering (9.4 percent versus 1.7 percent). A recent study by the Department of 
Commerce concluded that "increasing women's panicipation in the education pipeline that :euds to 
many IT jobs may require efforts lO gel more college·bound women to choose science and 
engineering,as a field of stud;, espedully computer science and engineering disciplines.'-8 A number 
of federal programs are now in place to facilitate Ihe entry of women into these fields (see Box 2). 

, Carol Ann MeMes et at., -'The Digital Workforce: Building infoteeb skllls al the Speed of Innovation," US 
Department ofCommerce, Tecboology Administration. Office of Technology Poliei', June 1999. See p" 95. 
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Among those women who do prepare for and enter technicaHy-oriented occupations, exit 
rutes. are often high. further reducing the overall representation of women working in these 
occupations. In gener31 bOlh male and female exit rates. from tlie science and engineering 
occupations are higher than for other similar professional occupations (such as law and health 
professions), but women exit from science and engineering at twice Ihe rate of men. One reason tOJ.t 
is. cited by women for their higher exit rate is the greater responsibilities of women for family ca.re. 
Wornen were also roughly twice as likely as men to have made location decisions arid sacrificed 
career opportunities to satisfY:1 spouse's career. Thus. some women make the choice to compromise 
their c:treers by choosing occupations that are more family~friendly," The results in this report-tnat 
pay disparity persists broadly across occupations, educational attainment and pay levels~suggests 
thaI there are many factors aside from persona! chences that contribute to pay inequity. Nonetheless. 
policies that address these family needs are likely to raise retentio:l ratcs, thereby improving car:!er 
prospects for women, 

Women also cite differential treatmen~ as a primary reason for their higher exit rates relative 
to men. Of coilege-educatec women who leave science, 19 percent state ~hat they left in part because 
"science and engineering are: unfriendly 10 \Yomen," To explore this general response more fuUy, 
52 women in science and engineering were interviewed at length,tO Based on (he~e interviews. rhe 
study concludes that successful women who remain in science and engineering almost always have 
important mentor~ ~upporting them, whereas those lacking mentors are more likely to exit lhe field. 
More than half of women in the study also said they perceived thac the performance standards were 
more stringent for women Ih:m for men. These perceptions, whether accurale or not, influence their 
desin~ to stay and to Invesl in the ongoing development that is necessary in science-related fields,11 

il A;lne Preston, "Se:\, Kids, ::nd Commitmem to the Workplace: Employers, EmplQyeet: tmd l:,e Mommy 
T~:lCj.;," working paper, 1999. 
:0 Anne PresIon. "Occupational Exit of Men and Women from Science and Eng:neering Jobs: A 
Comprehensive Study," working paper. 1997. Evidence is from n sample of college-educau:d men:l.n¢ "''Omen 
who graduated from a large stall: college from 1960· 1991. 
II Although direct evidence of discrimina.:ion in hiring and promotlon is generally hard (0 come by, such 
evidence does exist for some skilled (lccup:nions. tn auditiOns for symphony orchestras, females' cbances of 
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If W!)C1eU have been passed ove~ for promoticr. or perceive that tbeir future professional opportunities 
are poorer thilo those of men, lhey may rationally choose to focus more on their f.amHy 
responsibilities. As a result, they may be further underrepresented in the higher paying occupations. 

In generaL reduction of the pay gap in IT win require a relative increase in the proj)ortion 
of young women who choose ed'J.:::atlonal programs that prepare them for the higher~paying 
occupatkms in IT. Because the gender pay gap tends '10 be Jowe~ for individuals with higher levels 
of education. an increase in.the education of wometl entering IT might prove an especially effective 
means of narrowing the pay gap, In addition, policies that open greater possibHit:es for promotion 
and that assist women in their career development, such as OtHhe-job trl'li;J:ing and mentoring, can 
also enhance women's investment in these occupat:onal skills imd their retention rates, This in tum 
co\.:ld contribute to <.l further reduction in tbe gender pay gap in IT, 

S. CONCLUSION 

Women in IT occupations earn more than those women who hold other types of jobs: the 
median earnings of women in IT is $38,000 compared to $23,900 for women in other occupations. 
How:ver, the median pay for women within IT is considerably less than that of men within n; 
women earn 22 percent less than men. Part o( this pay differential is associated with lower education 
for women, so that after controlling for this factor, along with demographics, women earn 17 percent 
less than men, An additional pill't of the gap occurs because women are underrcpresenied in the 
highest~paid IT <xx:upations. When controls for occupational differences arc introduced, women earn 
12 ~:rcent less than men. This 12 percent truly underestimate the true earnings gap if [here is, for 
exampie. a "glass ceiling" that limits women's access to the higher paying occupations, 

Women's underrepr-esentation in IT occupations remains pronounced, port1cu!arty in the 
higher paying occupations such as computer systems analysts and electrical and electronic engineers. 
Part of tbis differential is associated with less preparation among women for technical fields. But 
if the evidence from scientific fields.as n whole is representativeof IT conditions for women, women 
31so have higher exit rates for IT jobs than do men, Employers can address this gap in exit rates wirh 
improved mentoring and training fOr women. The data show tha! more highly edUC2ted women eM!'! 

wages that are more comparable to men's, 50 the hiring and retention oftbese well-educated won:ten 
is a potential key for reducing the pay gap between men and women in IT. 

-_._--------------- ­
successful emfY are considernbly higher when the jury listening to the audition canno; see the gender oJ the 
applicants (Claudia Goldin and Cecilia Rouse, '·Orcheslrnling Impartiality: The Impact of "BHnd' Auditions 
on Female Musicians," N:lJlQ:1ill Bureau ofEcono~jc Research Working Paper. 1997). Sirnila:ly, in high~ 
Pllying restaurants, whete the waillitnff le:l.d 1.0 contain more men, when a man and WOr.1llfl submi: kientlc:d 
resllm.:s. the man i> more Hkely :0 be hired (Oavid Neumark. Roy Blank and Kyie An NOr!, "Sex 
Discrimination in Rescuuram Hiring: An Audit Study," Qutl.rteriy Journal of Economics, August 1996), 
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AJ.pendb: Table 

F,..stimated I~c.ccntllge Wage Gap in lIourly Earnings 


Ol'eralll'ay Gap 
1 

-0.22 

Medinn ZOwPercentilc 
2 3 4 5 6) 1 .~12) PL 

-0.17 ··(U2 .(U4 0.20 -0.13 

'--SOlli Percentile 

(IL ._m_---ill 
-0.17 ·(UJ ·0.12 

Pay Gap by Educalieltl 
Blgll Selmal and Lest. ,0.31 ·0.32 -0.21 
Some College -0.20 -0.21 -0.15 
College (BA, as) -0.13 -OJ'" -0.09 
",fore than BA, BS -0.14 -0.13 -0.1l 

Controls for education, No yo; Yes No' Ye, y" No Yo;; Ye-.s No Yes Ye,
r:u'c/elilnitity nnd age 

Controls for education, 

ract'Jctlmldly.age and occup.atJon No No y~:s No No ..-.• 
 No No Yes No No Yes 

Note: &ch moddis based on a quanule regression at either ihe: 20~~Oili, argQ'" percentile. The dependent vilriable Js the log of hourly 
earnings. An coefficients presenlcd are statistically sigailicnllt at ule I percent levd, 

CUtltu')]s (or education only, 
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