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OVERVIEW

The European economy continued on its path of recovery from the recession during the
summer of 1994, Year-on-year growth of industrial output reached 5.4% in June. Industrial
production has also grown rapidly in the USA, with annual growth running at 5.9% in June.
Japan was still hit by recession, with production down by 1.6% in May. Further evidence of
the recovery in European industry was provided by the third quarter estimates of capacity
utilisation. This has risen by 3.3 percentage points since the start of the year to 80.9%.
Growth in Europe has been helped by expanding exports, particularly to the USA and the
south-east Asian countries. Consumer spending, on the other hand, has not risen in most EU
countries over the last year, reflecting the uncertainties generated by the slow growth in
personal incomes and the continuing high unemployment rates. Recent surveys of consumer
sentiment however do show increases in consumer confidence over the summer months.

The EU's trade balance dipped into the red in the first quarter of 1994, though there was a
small surplus in April.

In this issue, there are special articles on:
- The food, drink and tobacco industry (NACE 41/42)
- A comparison of the manufacturing industries of the EU, the USA and Japan

The food, drink and tobacco industry ranks as the largest in the EU in terms of production,
and the second largest in terms of employment (the electrical engineering industry employs
more people). Being a provider of a basic necessity, it was less affected than other industries
by the recent recession. However the share of food in household budgets has been declining
over the years, and is now less than 20% of the total in many countries.

The article on the EU, USA and Japan compares the structure of their industries. At the
NACE 2-digit level, the EU shows the highest specialisation coefficients for footwear and
clothing, and food, drink and tobacco, both slow growing industries. The equivalent industries
for the USA are other transport equipment (notably aircraft) and instrument engineering, and
for Japan electrical engineering (notably consumer electronics) and computer and office
equipment. The article analyses how specialisation has changed over the last ten years.

Ph. Nanopoulos,
Director,

Business and energy statistics, R & D, and statistical methods directorate




1. MACROECONOMIC OVERVIEW

- EU recovery continued through the summer months of 1994

- EU industrial production grew by 5.1% per annum to June 1994

- 3.1% annual growth in EU consumer prices to August 1994

- Improved export performance for EU in the first quarter of 1994

- American output continued to expand apace in the summer of 1994
- USA year-on-year inflation rate equal to 2.9% in August 1994

- Japanese trade balance grew to 12.5 billion ECU in March 1994

- Japanese consumer prices fell by 0.1% per annum in August 1994









yet, there remained enough capacity
to cater for any further planned ex-
pansion of output. New orders indica-
tors showed that demand was
unlikely to inhibit production growth -
however, supply-side factors were
cited by some managers as a con-
straint (especially regarding skilled
labour).

Further evidence of the recovery in
European industry during the sum-
mer of 1994 was provided by the data
released on industrial output. Figures
for June 1994 showed industrial pro-
duction growing at 5.4% per annum
(year-on-year growth rate). The EU
was able to display positive produc-
tion growth in the past seven months
for which data was available. In a sim-
ilar vain, industrial production in the
United States continued to accel-
erate, with growth running at 5.9% per
annum in June 1994. Although the
rate of decline seen in Japan slowed
somewhat, production was still down
by 1.6% on the year to May 1994.
Japanese unemployment reached
three per cent in August 1994.

The most recent data available for
consumer prices indicated stable in-
flation rates. The EU consumer price
index was running at 3.1% per annum
in August 1994 (the same rate as in
July 1994 - and at a lower rate than
any other month during 1994). In the
United States the rate of inflation in-
creased quite rapidly in the last three
months for which data was available.
In May 1994, the inflation rate for the
United States stood at 2.3% - by
August it had risen by some 0.6 per-
centage points. The reduction in the
inflation rate in Japan continued (from
a high of 1.3% growth per annum in

MAIN INDICATORS

EUR 12 USA JAPAN
Industrial production 93.07 -3.9 3.9 -4.5
Annual growth rate (%) 93.08 -1.7 4.5 2.7
93.09 -1.9 4.5 4.3
93.10 2.7 4.1 6.2
93.11 0.2 4.0 -3.2
93.12 1.4 4.1 4.1
94.01 0.5 4.9 2.4
94.02 1.8 47 3.7
94.03 20 5.3 _19
94.04 4.8 5.5 -1.5
94.05 39 5.7 -1.6
94.06 5.4 5.9 N/A
Consumer prices 93.09 3.4 27 1.5
Annual growth rate (%) 93.10 3.3 2.8 1.3
93.11 3.2 27 0.9
93.12 3.4 27 1.0
94.01 34 25 1.2
94.02 33 25 1.1
94.03 3.2 25 1.3
94.04 3.2 24 0.8
94.05 3.2 23 0.8
94.06 3.2 25 0.6
94.07 3.1 2.8 0.2
94.08 3.1 29 0.1
Trade balance 93.04 -2190 -8674 8764
(mio ECU) 93.05 -130 -6848 6653
93.06 1275 -11544 8371
93.07 2160 -12674 10396
93.08 -2455 -11966 6614
93.09 -758 -12556 10641
93.10 3073 -12277 9393
93.11 1645 -9228 6571
93.12 6952 -8187 11470
94.01 -4318 -9404 5448
94.02 815 -10541 9762
94.03 N/A -11380 12547

Source: Eurostat

March 1994), to an annual inflation
rate of -0.1% in August 1994.

After recording a surplus for the last
three months of 1993, the EU’s trade
balance went negative in January
1994 (-4.3 billion ECU). Figures for
February showed some improvement

with a deficit of only 0.8 billion ECU.
Compared to data from a year before,
the figures showed a marked im-
provement in the EU’s trading for-
tunes. Indeed, as stated above much
of the recovery so far witnessed in
Europe may be attributed to growth



in exports, rather than increased
domestic demand.

Japan's trade surplus maintained its
extremely high levels, reaching 12.5
billion ECU in March 1994, the highest
monthly figure for more than a year.
In the United States the deficit prob-
lem remained with an 11.4 billion ECU
deficit in March 1994. This figure re-
flected similar levels to those seen
overthe course of the last year in spite
of the expansion in the American
economy.

In Germany the recovery continued -
despite initial fears that there may
have been a double-dip recession.
These fears have been allayed by the
latest output data, showing a two per

cent increase in industrial production
(second quarter compared to the first
quarter). West German unemploy-
ment rates remained stable at 8.3% in
September 1994. There was a
downward trend to the German infla-
tion rate. It was running at 3.0% in
August 1994, considerably lower than
the 4.2% rate recorded in August
1993.

The ltalian inflation rate continued to
show signs of quickening over the
summer months, approaching the
4.0% level. At the same time industrial
production was expanding at a fast
rate, the second quarter of 1994 re-
cording a large increase in output, up
by 4.3% compared to the first quarter.

In the year to July 1994 French retail
sales fell by 2.7%. The consumer
price index remained the lowest inthe
EU, recording a provisional figure of
1.7% for August 1994. Industrial out-
put grew by 1.5% in the second quar-
ter of 1994 (again compared to the
first quarter).

The unemployment rate in the United
Kingdom fell to 9.3% in July 1994, this
was the lowest level since January
1992. Additional evidence of the re-
covery was provided at the end of the
summer, with the Bank of England
increasing the prime interest rate by
0.5% to 6.75%, as a precautionary
action against inflation.






2. TOTAL INDUSTRY (NACE 1-4)

- Latest data shows production growth in nearly all Member States

- German output growth fuelled by increases in the capital goods sector

- EU producer prices increase by 1.1% in 1993

- Return to positive producer price growth in the first half of 1994

- Increased utilization rates in both intermediate and capital goods sectors

- French utilization rates show a marked increase in the third quarter of 1994
- EU terms of trade rise by 0.3% in the final quarter of 1993

- Export and import value indexes display moderate growth in 1993






Total industry (Nace 1-4)

Index of production
1990 = 100 EUR12 B DK D GR E F IRL | L NL P UK
Total 1993 945 928 1005 881 948 916 951 1191 957 966 1019 952 98.1
industry o 989 937 1052 893 901 966 1034 1295 101.1 1044 107.8 94.1 1048
Growth rate (%) 1993 3.1 53 29 77 30 47 37 57  -2.1 30 -1 4.4 25
@ 08 06 40 1.4 0.5 1.8 0.8 4.6 0.8 6.9 06 -1.8 15
Intermediate 1993 962 924 967 908 913 924 985 1259 970 929 103.1 938 1007
Goods o 1037 926 1015 952 917 979 1083 1393 1035 1015 1176 950 1126
Growth rate (%) 1993 -2.5 5.4 4.5 6.4 -2.0 4.4 3.0 6.5 -1.8 4.0 0.8 5.3 3.0
o 32 17 45 0.8 0.0 0.8 0.1 3.1 0.4 62 06 08 0.5
Capital 1993 874 924 966 826 1028 799 856 1179 879 989 978 842 929
Goods . 868 935 1015 782 1047 816 870 1392 8.2 972 975 831 958
Growth rate (%) 1993 5.1 02 72 -103 -143 70 69 70 33 -18 30 78 1.0
@ 42 09 5.7 1.1 149 1.5 0.5 78 25 199 26 -1.2 3.0
Consumer 1993 88.9 NJA 979 871 826 886 902 N/A 849 NJA°- NA NA 959
Durables o 93.4 N/A 1073 909 788 959 938 N/A  87.1 N/A° NA NA 1052
Growth rate (%) 1993 7.4 NA 24 120 03 26 -73 NA 80 NA  NA NA 46
@ 0.9 N/A 26 2.4 0.1 35 34 N/A 0.5 NJA NA  NA 2.4
Consumer 1993 973 985 107.3 925 1005 950 957 1159 101.8 N/A 1021 903 966
Non-durables @ 1004 1027 1110 931 837 994 977 1123 109.6 N/A 1003 867 958
Growth rate (%) 1993 06 -20 14 30 -1.1 19 -1.8 45 1.2 NA 04 60 05
o 0.3 1.7 33 00 08 0.8 0.5 37 0.2 N/A 08 0.1 0.2

Source: Eurostat

Indexes provided on short-term in-
dicators have now moved from the
NACE 1970 classification to the
NACE Rev.1 classification. This
classification now divides consumer
goods into two separate categories,
durables and non-durables.

Annual data showed EU production
declining by 3.1% in the year to
December 1993. Largest declines
were seen in the capital goods and
consumer durables sectors (falling by
5.1% and 7.4% respectively). Such

annual data did not reflect the emer-
gence of the European economy
from recession at the start of 1994.

Indeed, latest data for the individual
Member States pointed to growth in
nearly all countries (Belgium and Por-
tugal being the exceptions). For total
industry (growth of the last three
months compared to the previous
three month months) growth rates
were as follows: Germany (+1.4% in
June 1994), France (+0.8%, June
1994), Italy (+0.8%, June 1994) and

the United Kingdom (+1.8%, July
1994).

German production growth turned
positive in March 1994 - the recovery
was being led by the capital goods
sector (+1.1%) and the consumer
durables sector (2.4%). Nevertheless,
latest data for intermediate goods
(+0.8%) and consumer non-dura-
bles (0.0%) showed indexes increas-
ing less rapidly.
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The slow growth seen in United King-
dom consumer non-durables con-
tinued, rising by only 0.2% in the three
months to July 1994. This trend was
supported by data for capacity utiliza-
tion, where there has been no in-

14

crease in utilization for consumer
goods over the past year. Neverthe-
less, the recovery in the United King-
dom economy continued at an
increasing rate (a trend seen since
January 1993).

French production reported positive
growth for all months in 1994 (to
June). However, such growth was at
a lower rate than levels seen in the
other major European economies.















Total industry (Nace 1-4)
Producer price index

1990 = 100 EUR12 B DK D GR E F IRL | L NL P UK
Total 1993 1052 982 99.0 1037 1532 1062 1006 1056 109.2 93.6 1002 N/A 110.1
Industry L 4 1064 985 987 1042 161.8 1097 1008 1066 1122 949 1004 NA 1114
Growth rate (%) 1993 11 10 09 01 114 24 -0 23 38 13 -16 NA 33
L4 0.5 0.2 03 0.5 2.1 1.4 0.0 0.4 1.2 0.3 0.3 N/A 0.4
intermediate 1993 101.8 935 979 1002 1422 1030 976 988 1080 883 986 NA 1062
Goods L4 1029 933 969 1015 1475 1064 976 945 1111 897 986 NA 1064
Growth rate (%) 1993 01 1.3 03 -4 117 1.7  -19 1.8 40 23 22 NA 3.0
L 4 0.7 03 06 1.1 1.8 1.4 02 42 1.5 0.2 0.3 NA 03
Capital 1993 106.6 106.1 1051 1080 1522 1070 998 N/A 1084 1054 1039 N/A 1100
Goods L4 107.3 1069 1053 108.1 1625 1085 994 NA 1101 1062 1037 NA 1122
Growth rate (%) 1993 1.2 0.7 1.4 1.6 124 14 -21 N/A 30 0.1 02 NA 26
L 4 0.3 03 01 0.0 2.8 0.7 0.1 N/A 0.5 02 041 N/A 0.8
Consumer 1993 NA  NA 1054 NA NA 1093 NA NA 1101 NA 1019 NA NA
Durables L4 NA  NA 1066 NA NA 1129 NA NA 1128 NA 1017 NA NA
Growth rate (%) 1993 NA  NA 1.2 NA NA 26 NA NA 35 NA 03 NA NA
L4 N/A  N/A 08 NA NA 1.8 NA NA 08 NA 04 NA NA
Consumer 1993 1077 N/A 971 1056 N/A 1106 1003 1050 109.0 104.4 1027 N/A 1166
Non-durables L4 1093 N/A 985 1055 NA 1152 1005 1064 1117 1033 1027 NA 1194
Growth rate (%) 1993 1.8 NA 31 04 NA 39 -7 35 33 12 13 NA 5.0
L 4 06 NA 0.2 00 NA 1.5 0.2 0.5 1.1 0.8 02 NA 1.0

Source: Eurostat

The indexes included in this section
are also collected under the new
classification system, NACE Rev.1.
They are denominated in national cur-
rencies.

European producer prices rose by
1.1% during the year to December
1993. Behind this figure there were
contrasting fortunes for the different
Member States. Firstly, there were a
group of countries with negative price
trends (Belgium, Germany, Denmark,
France, Luxembourg and the Nether-

lands). Then there were a group of
countries displaying moderate price
increases (Spain, Ireland, Italy and
the United Kingdom). Greek prices
rose by 11.4% for the year to Decem-
ber 1993.

Latest data available showed a
gradual return to positive growth
rates for nearly all countries, the ex-
ception being Denmark. In Denmark
the negative rates were probably due
to the lag in data availability. At the
same time, prices in Greece, Italy and

Spain were rising at amuch faster rate
than in the other Member States.

Turning to the different goods sec-
tors: intermediate goods were dis-
playing the most rapid increases in
prices towards mid-1994 - this was a
marked departure from the annual
series (where between 1991 and 1993
the intermediate goods sector re-
corded the slowest growth of the
three goods sectors). This phenome-
non was particularly evident in Ger-
many, where intermediate goods
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prices were expanding at their fastest
_rate for more than two years during
the summer of 1994.

When looking at data in ECU terms,
producer price growth was very mod-

20

est, it rose by 0.9% in the year to May
1994. Indeed, five of the Member
States reported declining annual
price indexes for the latest month of
data available. In June 1994, United
Kingdom prices were some 2.9%
below the corresponding data from

1993, whilst in Spain and Greece
there was a decline of 1.4% in the
producer price index (over the same
period).





















Total industry (Nace 1-4)
External trade indicators

1990=100 EUR12 B/L DK D GR E F IRL I NL P UK
Exports  Volume 1993 110.1 1197 1157 103.0 1362 1309 99.8 1461 1177 1256 939 1138
L4 127.2 1364 1306 1165 1756 197.4 1152 1722 1349 1501 1107 126.4
Growth rate (%) 1993 84 158 91 30 181 177 -54 152 182 137 41 213
g 155 198 1.2 101 203 540 04 297 228 272 173 245
Value 1993 1090 1036 1034 1140 994 993 111.8 1035 1034 1045 1025 109.0
® 109.2 1037 1034 1152 982 950 111.0 1040 1028 1028 99.7 111.4
Growth rate (%) 1993 42 31 27 71 10 23 64 80 13 20 25 45
g 48 2.1 12 62 12 -54 50 105 23 -19 -39 130
Imports  Volume 1993 1040 831 1047 1127 1321 915 919 1278 101.9 1002 1060 1124
L 1075 928 1094 1194 1554 937 029 1272 101.8 1020 1086 113.0
Growth rate (%) 1993 39 -173 09 -19 80 -207 -123 279 -28 -11.7 61 109
bt 04 09 52 17 61 -183 92 218 14 81 48 111
Value 1993 1038 106.3 1002 107.3 1066 1002 1022 1066 954 101.1 93.1 107.9
® 1040 1061 100.1 107.8 108.0 1000 1020 1155 942 101.0 920 1089
Growth rate (%) 1993 49 71 07 49 45 64 50 6.1 1.8 37 08 74
bt 44 61 03 33 123 68 22 160 12 17 -18 103
Terms of 1993 1050 974 1031 1062 932 991 1093 970 1083 1033 110.1 101.0
Trade L4 1049 97.6 1033 1067 908 949 1088 900 109.0 1017 108.4 102.2
Growth rate (%) 1993 06 37 19 20 33 82 12 16 31 17 -33 -26
bt 03 38 16 27 103 114 27 48 1.1 35 21 24

Source: Eurostat

The table above gives the external import volumes were seen to fall by Country data for 1993 showed re-

trade indexes based on 1990=100.
The data is given forthe whole of 1993
(extra-EU trade flows) and also for the
final quarter of 1993.

There was moderate growth in value
terms of both exports and imports in
1993, growing by 4.2% and 4.9% re-
spectively. These growth rates were
almost identical to the rate of change
in the last quarter of 1993 (compared
to the third quarter), where the re-
spective gains were 4.8% and 4.4%
respectively.

There was however more fluctuation
in the volume data: with export
volumes rising by 8.4% in 1993, whilst

some 3.9%. The rapid expansion of
export volumes was reinforced by the
latest data which showed that be-
tween the last two quarters of 1993,
export volumes were growing at an
annual rate of 15.5%. The end of 1993
saw import volume growth remaining
almost static (down by 0.4%).

After falling by 0.6% during the course
of 1993, EU terms of trade were seen
to ameliorate slightly in the final quar-
ter of 1993 (up by some 0.3%). This
was largely due to moderate gains in
the four largest European econo-
mies: Germany and France (both
+2.7%), ltaly (+ 1.1%) and the United
Kingdom (+2.4%).

duced export volumes in France
(-5.4%) and Portugal (-4.1%). Import
volumes grew rapidly in Greece
(+8.0%), lreland (+27.9%) and the
United Kingdom (+ 10.9%).

Import value indexes recorded posi-
tive growth across all the Member
States during 1993. However, Den-
mark (-0.3%) and Portugal (-1.8%)
both displayed falling indexes in the
final quarter of 1993. Falling export
value indexes in Spain (-2.3%) and
Portugal (-2.5%) were reinforced by
the latest data where reductions of
5.4% and 3.9% were seen.
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3. FOOD, DRINK AND TOBACCO (NACEA41 +42)

- EU production index up by almost 1% in 1993

- Continuing weakness in Germany’s production

- Differing price trends from one Member State to another

- Low utilisation rate of production capacities

- 5% growth in productivity in 1993

- Considerably fewer job losses (-2%) than the average for
manufacturing industry (-10%)

- Growth in both the volume and value of exports

- 3.5% worsening of terms of trade in 1993






3.1. SHORT-TERM INDICATORS

Food, drink and tobacco (Nace 41 +42)
Production, prices and capacity utilization

1990 = 100 EUR 12 B DK D GR E F IRL | L NL P UK
index of 1993 102.1 1044 1066 97.8 110.8 1002 103.0 1178 103.1 101.0 105.3 N/A  101.1
Production P 102.7 1117 1056 959 775 1027 1017 1035 101.2 1036 1021 N/A 988
Growth rate (%) 1993 0.8 0.4 1.3 06 0.1 1.6 0.8 53 1.3 47 0.6 N/A 0.1
® 0.9 1.2 2.1 -1.1 2.4 0.6 09 44 1.0 9.4 1.9 NA 03
Producer 1993 N/A 1023 954 1050 1509 110.0 101.1 1055 1129 109.7 102.4 N/A 118.4
Price index ® N/A 1033 968 1048 1635 1164 101.4 1069 116.0 1103 103.1 N/A 1215
Growth rate (%) 1993 NA 17 -4.0 02 118 5.1 -1.3 4.1 5.5 1.6 -1.6 N/A 57
o N/A 0.2 0.2 0.2 27 2.0 0.1 05 0.9 0.1 0.6 N/A 1.1
Capacity 93.IV 800 753 810 817 749 712 807 742 733 762 850 654 915
Utilization 94.1 790 760 820 816 737 683 783 633 720 827 851 677 931
% g4.ll 772 741 800 802 701 665 785 661 677 836 N/A 686 910
94.11l 780 750 820 819 703 706 806 730 725 855 N/A 648 83.1

Source: Eurostat

Production in the EU food, drink and
tobacco industry stabilised in 1993.
This phenomenon was observed in
most Member States. The production
index generally rose by between 0%
and 1.5% in the Member States and
in the EU as a whole by 0.8% in 1993.

This rate has to be interpreted in the
light of the economic recession which
hit Europe at the beginning of the
nineties. It is therefore not insignifi-
cant when compared with the aver-
age index for manufacturing industry,
which fell by 3.1% in 1993. This de-
monstrates the inflexibility of a large
part of this industry’s production (es-
sential goods).

Exceptions can be found in Ireland,
which, for the second consecutive

year enjoyed sustained growth in pro-
duction, and Luxembourg, whose
production, in contrast, fell by almost
5% in 1993.

Inthe first quarter of 1994, production
was particularly low in most Member
States but appeared to rise in the
second quarter.

It should be noted that Germany's
production (1990 = 100) was still
much lower than its 1990 level and fell
below 90 in the first quarter of 1994
(as a moving average calculated over
three months).

The price trends of the various Mem-
ber States were fairly divergent in
1993. In Belgium, France and the
Netherlands the price index fell, while

in southern Europe (Spain, Italy and
Greece) and Ireland it rose.

The Danish price index remained
below its 1990 level.

The utilisation rate of this industry’s
capacity remained very low. At less
than 80%, it was below the averages
for manufacturing industry and the
production of consumer goods, the
sector with which it is most suitable to
draw comparisons. It fell in the first
two quarters of 1994, but rose again
between the second and third quar-
ters of 1994, from 77.2% to 78.0%.
This trend was observed in most
countries. The southern states, i.e.
Spain, Greece and Portugal, had the
lowest production capacity utilisation
rates in the EU.
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Food, drink and tobacco (Nace 41 +42)

External trade indicators

1990 = 100 EUR12 BL DK D GR E F__IRL 1 NL P UK
Exports Volume 1993 1171 1200 1172 1279 1380 1116 101.5 1123 1328 1154 968 1213
¢ 1429 1455 1334 1599 1923 1878 117.9 1272 1412 1365 1336 1528
Growth rate (%) 1993 5.6 -2.1 7.4 9.3 0.9 6.2 -1.1 -1.4 3.1 12.8 25 102
s 19.0 -5.1 59 363 4.1 827 45 357 49 288 168 207
Value 1993 1040 1071 1039 1021 1006 1104 1109 1012 956 1055 1048 985
@ 1050 1105 1064 1055 100.1 1063 1109 991 960 1079 1063 994
Growth rate (%) 1993 3.0 7.6 58 53 -1.6 15 53 59 -2.3 6.1 -9.5 -3.8
@ 53 8.7 73 7.5 -1.1 -3.0 5.7 23 1.9 77 0.3 5.1
Imports Volume 1993 1022 986 1179 1076 868 103.1 938 1364 971 1035 109.1 105.1
@ 1169 1087 1235 1229 1120 159.2 1005 1577 1046 118.2 1214 1117
Growth rate (%) 1993 -4.8 4.0 0.4 4.1 -204 -206 5.0 127 -1.6 4.4 6.9 0.6
d 46 128 -9.0 -2.7 83 215 4.4 37 9.5 10.0 1.5 9.2
Value 1993 106.6 1020 100.7 1052 952 1485 1028 972 991 101.2 1056 103.4
@ 1085 1055 1025 1067 98.1 1506 1047 969 1027 1015 1068 1053
Growth rate (%) 1993 6.8 3.3 3.2 1.3 47 468 3.3 16 3.9 0.8 4.9 57
s 9.6 7.7 4.5 27 104 530 4.4 15 8.4 1.5 4.7 10.1
Terms of 1993 97.5 1050 103.1 97.0 1056 743 107.8 1041 964 1042 992 952
Trade @ 96.7 1047 103.7 988 1019 707 1059 1022 934 1063 995 943
Growth rate (%) 1993 -3.5 4.1 23 3.9 6.1 -308 1.8 42 6.1 70 -138 -9.0
s -3.9 0.7 2.6 46 -105 -365 1.2 07 -5.9 6.0 -4.9 -4.6

Source: Eurostat

Trade in the food, drink and tobacco
industry in the EU was more satis-
factory in terms of volume than in
terms of value in 1993. While, on the
one hand, both the volume and value
of exports were encouraging, imports
in value terms, after falling in 1992,
gathered pace in 1993, which led toa
worsening of the terms of trade.

At EU level, exports rose by 5.6% in
volume and 3.0% in value.

The volume of exports in the final
quarter of 1993 was generally higher
than that of the same quarter of 1992.

Greece, ltaly, Portugal and the United
Kingdom were the only countries
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whose exports fell in value in 1993.
This can be attributed to the be-
haviour of their currencies in 1993.
Italy and the United Kingdom, in par-
ticular, had high export volumes but
the lowest export values in the EU,
standing below the 1990 level (1990
= 100).

The volume of imports into the EU fell
by almost 5% in 1993. Only Belgium
and Luxembourg, Ireland and the
United Kingdom did not experience
this drop.

There was a general increase in the
value of imports in 1993 throughout
the Member States, with the excep-
tion of the Netherlands. However, this

rise was accentuated by the strong
growth of Spanish exports ( +46.8%).
Nevertheless, despite this sharp in-
crease in value terms, the volume of
Spanish exports fell by 20.6%.

Both the volume and value of imports
remained close to the 1990 levels
(1990 = 100).

Trade developments in value terms
meant that the terms of trade
worsened by 3.5% in the EU as a
whole in 1993, amounting to 97.5 in
1993. France and Greece had the
highest terms of trade of the Member
States in this industry, with 107.8 and
105.6 respectively.









tobacco industry. This is to be viewed
in the context of the level of wage
costs, expressed both per capita and
in terms of the value produced, which
were lower in this industry than in
manufacturing industry.

Atinternational level the EU fared bet-
ter than Japan and the United States.
Production at constant prices rose in
the EU by 1.2%, compared with 0.1%
in Japan and 0.3% in the United
States. The EU is still the biggest pro-

ducer in the world for this industry as
a whole. Nevertheless, Japan ranks
first in the production of fish and the
distilling of ethyl alcohol from fer-
mented materials.
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Food, drink and tobacco (Nace 41 +42)
Value added, turnover and investment

EUR12 B DK D GR E F IRL | L NL P UK
Gross 1989 853486 1632.0 31379 16236.1 731.7 11452.0 14584.6 2480.4 9661.7 83.0 54878 N/A 18772.6
Value-added 1990 93320.3 1656.4 3079.0 191150 824.0 12098.0 15483.8 2589.6 10528.0 88.9 6017.1 2510.4 19330.1
at factor cost 1991 100251.4 17764 3568.3 21590.7 917.0 13172.7 16042.4 2859.6 11595.3 89.7 §5819.5 2448.1 20371.7
(mio ECU) 1992 103821.8 1888.1 3657.4 23034.8 976.6 12907.4 168684 31528 113999 943 64673 2519.6 208552
1993 105727.9 1927.5 3747.1 24708.1 1057.1 123369 17593.0 3367.5 10708.9 96.0 6966.9 2421.2 20797.7
Gross 1989 0.0 3.0 9.5 03 -85 1.2 -1.7 120 75 -33 6.9 N/A 0.4
Value-added 1990 1.9 4.2 -7.9 6.8 48 3.3 0.1 2.3 05 -29 3.1 N/A 1.3
at tactor cost 1991 -11 4.9 12.6 0.3 6.8 0.3 0.0 44 12 74 84 2038 -3.1
A% 1992 0.4 34 0.5 2.1 21 £.9 -1.2 7.2 63 06 55 -2.8 6.5
1993 1.4 4.9 11 0.6 4.2 23 £.5 7.5 50 -34 1.6 0.5 49
Gross 1989 100 19 37 18.0 0.9 13.4 174 29 113 01 6.4 N/A 220
Value-added 1990 100 1.8 3.3 20.5 0.9 13.0 16.6 28 113 01 6.4 27 207
at factor cost 1991 100 13 3.6 215 0.9 13.1 16.0 29 116 01 58 24 20.3
share (%) 1992 100 | R 3.5 222 0.9 12.4 16.2 30 11.0 0.1 6.2 24 201
1993 100 1.8 35 23.4 1.0 1.7 16.6 3.2 101 0.1 6.6 2.3 19.7
Turnover 1989 424516.8 15076.8 13885.2 88930.7 4685.5 42020.5 81368.210052.0 56044.8 379.5 31087.3 N/A 75992.7
(mio ECU) 1990 452394.0 15879.2 14727.9 97539.2 4956.3 44396.1 86360.010822.6 60805.8 410.7 31699.3 7075.2 77721.8
1991 481284.0 16791.3 14887.8 108327.2 5241.6 47558.7 88977.7 11439.7 64741.7 4149 32571.5 7950.1 82381.6
1992 494295.2 17887.5 15483.1 111211.5 5780.9 463703 93285.7 12200.8 66383.2 437.0 33386.83 8180.5 83687.9
1993 497569.6 18119.7 15227.1 115130.2 6092.7 43954.7 96972.812276.2 63415.7 447.3 34916.0 7994.2 830225
Turnover 1989 89 13.6 57 71 113 N/A 10.7 78 99 §.7 8.9 N/A 5.3
A% 1990 6.6 53 6.1 9.7 5.8 N/A 6.1 7.7 85 82 2.0 N/A 23
1991 6.4 5.7 1.1 1.1 5.8 N/A 3.0 5.7 65 10 28 124 6.0
1992 27 6.5 4.0 27 103 N/A 4.8 6.7 25 53 25 29 1.6
1993 0.7 L3 -1.7 35 54 N/A 4.0 0.6 45 25 4.6 -23 4.3
Turnover 1989 100 3.6 3.3 20.9 1.1 N/A 19.2 24 132 01 7.3 N/A 17.9
share (%) 1990 100 35 3.3 216 1.1 N/A 19.1 24 134 01 7.0 1.6 17.2
1991 100 35 3.1 225 1.1 N/A 18.5 24 135 01 6.8 1.7 17.1
1992 100 36 3.1 225 1.2 N/A 18.9 25 134 0.1 6.8 1.7 16.9
1993 100 3.6 31 231 1.2 N/A 19.5 25 127 01 7.0 1.6 16.7
Total 1989 154493 6764 4634 34483 2399 1195.1 27995 290.1 19504 182 10190 N/A  3095.1
investment 1990 169079 751.4 4701 40679 2748 1275.1 3068.6 3285 21150 21.2 1048.2 453.1 30340
(mio ECU) 1991 18445.2 768.7 569.6 50776 247.3 1426.6 3065.8 N/A 22122 N/A 1085.6 460.7 31526
1992 17734.9 765.1 565.0 N/A  N/A N/A  3099.8 N/A N/A N/A 12254 N/A 28205
1993 17088.3 692.9 N/A N/A  N/A N/A N/A N/A N/A  N/A N/A N/A 28064
Total 1989 10.0 8.2 -5.8 104 309 12.7 17.3 76 25 -1.6 4.6 N/A 141
investment 1990 9.4 1.1 1.4 180 145 6.7 96 132 84 165 29 N/A 20
A% 1991 9.1 23 21.2 248 -10.0 11.9 0.1 N/A 46 N/A 3.6 1.7 39
1992 -39 4.5 0.8 N/A  N/A N/A 1.1 N/A N/A N/A 129 N/A -10.5
1993 -3.6 94 N/A NA  NA N/A N/A N/A N/A N/A N/A N/A 0.5
Total 1989 100 4.4 3.0 223 1.6 77 18.1 1.9 126 0.1 6.6 N/A 20.0
investment 1990 100 4.4 28 241 1.6 75 18.1 1.9 125 0.1 6.2 27 17.9
share (%) 1991 100 4.2 3.1 27.5 1.3 7.7 16.6 N/A 120 N/A 5.9 25 171
1992 100 43 3.2 N/A  N/A N/A 17.5 N/A N/A NA 6.9 N/A 15.9
1993 100 4.1 N/A N/A  N/A N/A N/A N/A N/A_ N/A N/A N/A 16.4

Source: Eurostat, DEBA (estimates in bold).
Turnover: E = Production value. Total investments: E = Investment minus disposals.
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Food, drink and tobacco (Nace 41 +42)
Employment, labour cost and productivity

EUR12 B DK D GR E F IRL l L NL P UK
Labour cost 1989 491835 1798.4 1686.2 11200.2 6215 47714 91492 8815 5963.2 43.7 32134 436.6 9418.2
(mio ECU) 1990 52774.7 1945.5 17955 12347.1 667.7 52099 97023 9423 64639 482 34166 662.9 95728
1991 57317.8 1989.1 1847.3 13987.7 6956 5654.0 100534 9963 7206.3 525 36065 816.0 10413.1
1992 59580.5 2044.1 1902.2 149361 7256 59521 10704.8 1024.8 75573 555 37998 864.4 100138
1993 59842.1 2241.6 19279 159257 753.9 55588 11221.2 10185 67624 585 40281 826.7 95188
Labour cost 1989 6.6 128 -3.5 6.0 163 138 57 -2.7 8.6 438 -1.5 17.2 7.4
A% 1990 7.3 8.2 6.5 10.2 7.4 9.2 6.0 6.9 84 103 6.3 51.8 1.6
1991 8.6 2.2 2.9 133 42 8.5 36 5.7 115 89 5.6 23.1 8.8
1992 19 2.8 3.0 68 4.3 53 6.5 29 4.9 5.7 54 5.9 -3.8
1993 0.4 9.7 1.4 6.6 3.9 -6.6 4.8 0.6 -10.5 54 6.0 4.4 4.9
Number of 1989 2408.9 72.2 67.3 463.2 60.1 360.2 355.9 43.1 2253 23 1247 76.3 558.1
persons 1990 24535 74.5 67.1 4932 587 361.9 354.1 421 2298 24 1256 90.7 553.3
employed 1991 2472.1 73.1 67.0 522.1 57.1 362.5 357.0 424 226.1 25 1283 92.8 541.2
(1000) 1992 2403.2 70.6 66.0 519.5 56.6 350.4 349.2 42.0 2199 24 1308 84.3 5115
1993 2348.8 68.2 64.3 504.9 56.1 350.2 345.8 420 2158 24 N/A 78.2 4905
Number of 1989 11 5.4 -3.6 4.8 35 0.2 0.3 -1.7 -2.3 1.4 0.3 0.6 1.0
persons 1990 1.9 3.2 0.3 6.5 2.2 0.5 0.5 -2.3 2.0 4.2 0.7 18.8 0.9
employed 1991 0.8 -1.9 0.2 5.9 2.7 0.1 0.8 0.7 -1.6 1.7 2.1 2.4 -2.2
A% 1992 -2.8 -34 -1.4 £0.5 -1.0 -33 -2.2 -1.1 2.7 -1.1 2.0 9.1 -5.5
1993 -2.3 -3.3 -2.6 -2.8 0.9 0.1 -1.0 0.0 -1.9 -1.8 N/A -7.3 4.1
Number of 1989 100 3.0 2.8 19.2 25 15.0 148 1.8 9.4 0.1 5.2 3.2 23.2
persons 1990 100 3.0 27 201 24 14.8 14.4 1.7 9.4 0.1 5.1 37 225
employed 1991 100 3.0 2.7 21.1 23 147 144 1.7 9.1 0.1 5.2 3.8 21.9
share (%) 1992 100 2.9 27 21.6 24 14.6 145 1.7 9.2 0.1 54 kX 21.3
1993 100 2.9 2.7 21.5 24 14.9 14.7 1.8 9.2 0.1 N/A 33 20.9
Average 1989 20.4 249 25.0 242 103 13.2 257 20.4 265 188 258 57 16.9
labour 1990 21.5 26.1 267 250 1.4 14.4 274 224 28.1 199 27.2 7.3 17.3
unit cost 1991 23.2 27.2 27.6 268 122 15.6 28.2 23.5 319 213 28.1 8.8 19.2
(1000 ECU 1992 24.8 29.0 28.8 28.8 12.8 17.0 30.7 244 344 227 29.1 10.2 19.6
per capita) 1993 25.5 329 30.0 31.5 134 15.9 324 24.3 31.3 244 N/A 10.6 194
Average 1989 54 7.0 0.1 1.1 12.3 13.5 53 -1.0 1.1 33 -1.2 16.5 6.3
labour 1990 54 43 6.8 35 9.9 8.7 6.6 9.4 6.3 58 5.6 27.8 25
unit cost 1991 7.8 4.2 3.1 7.0 71 8.4 2.8 5.0 13.3 71 34 20.3 11.2
A% 1992 6.9 64 4.5 7.3 54 8.9 89 4.0 7.8 6.9 33 16.6 1.8
1993 2.3 13.4 4.0 9.7 4.8 -6.6 5.8 0.6 -8.3 7.4 N/A 3.2 0.9
Productivity 1989 0.8 19.8 5.1 -1.4 2.3 25 -1.6 5.5 33 -31 1.9 N/A 28
A% 1990 58 0.9 -2.3 9.3 8.5 21 43 7.3 43 -11 11.7 N/A 42
1991 34 6.3 17.2 4.1 7.1 5.1 25 11.1 9.2 -3.8 6.9 -9.0 0.0
1992 4.1 8.1 33 25 0.7 0.6 4.0 73 1.2 0.3 4.0 6.0 8.0
1993 4.9 3.1 5.2 5.8 4.7 2.5 3.0 8.0 5.9 N/A N/A 10.5 5.0

Source: Eurostat, DEBA (estimates in bold)
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Food, drink and tobacco (Nace 41 +42)

External trade

mio ECU EUR12 B/L DK D GR E F IRL | NL P UK
Exports  Extra-EU 1989 25067.5 783.4 2405.0 37479 311.6 15367 4801.0 1283.6 1929.6 4491.6 261.9 35147
Trade 1990 24860.4 9865 2277.7 3946.2 304.4 15189 4999.0 1106.7 1964.8 3763.1 213.9 37788

1991 26099.1 1185.6 2469.9 4550.7 322.6 1677.7 5108.7 1012.2 2056.3 3422.3 231.3 40610

1992 27908.4 1294.2 24290.3 45286 4255 1814.1 54054 1203.8 24769 38288 247.9 42540

1993 30758.3 14207 2770.2 5271.8 4353 19667 56450 1269.2 2569.8 46759 221.7 45120

Imports  Extra-EU 1989 20105.7 943.0 839.7 4238.7 2447 13302 31179 190.4 25237 22576 360.8 4058.3
Trade 1990 19917.4 9417 765.1 43549 2404 14013 3001.5 175.1 24355 2270.7 342.2 39885

1991 20691.4 9019 7729 48988 227.0 17158 3034.8 192.5 24203 21164 384.4 40266

1992 21307.6 881.0 8829 50758 2339 18104 29486 202.6 2291.2 2511.2 397.7 40724

1993 218727 9655 910.4 5053.4 2000 2109.0 2898.2 236.0 2346.0 24187 395.2 43402

Source: Eurostat

The EU food, drink and tobacco in-
dustry is still characterised by com-
mercial activities of relatively low
intensity compared with manufactur-
ing industry. The exports:production
ratio, which rose by 9% on the 1993
ratio, stands at 6.7% compared with
17.4% for manufacturing industry.
The penetration rate of imports, which
has been falling since the beginning
of the 1980s, amounted to 4.8% com-
pared with 15.4% in manufacturing
industry in 1993.

However, it should be remembered
that the growing hold of the muiti-
nationals over this industry has the
effect of camouflaging alarge amount
of trade. In 1993, the rise in exports
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was more marked than that of im-
ports, leading to an improvement in
the trade surplus, which rose from
ECU 6.6 million to ECU 8.9 million,
and in the cover rate, which
amounted to 14.1 in 1993.

Attention should be drawn to the rise
in extra-EU imports in this industry, a
phenomenon which began in 1990.
This increase occurred not only

during a period of recession, entail-
ing a direct slowing down in the con-
sumption of this industry’s products,
but also in the context of a drop in
world agricultural prices.

While at European level the industry
is in a state of surplus, six of the

Member States have a trade deficit.
These are Germany, ltaly and the UK,
whose deficits fell in 1993 and Spain,
Greece and Portugal, which, in con-
trast, saw their trade situation worsen
again in 1993.

Sugar manufacturing and refining
and the slaughtering, preparing and
preserving of meat moved from a defi-
citto a surplus in 1993. The EU is still
in deficit in the processing and pre-
serving of fruit and vegetables and the
processing and preserving of fish and
other seafood. In these two branches
the trade deficit was reduced in 1993
owing to both the increase in exports
and the fall in imports.



4. COMPARISON OF THE MANUFACTURING
INDUSTRIES OF EUR 12, USA AND JAPAN









TRIAD production 1993

Table 1
TRIAD EUR 12 USA JAPAN
billion ECU Production { Value Share (%) Value Share (%)| Value Share (%)
Food, drink and tobacco 1079.6 462.4 428 355.9 33.0 261.3 242
Meat 184.6 79.9 433 82.6 448 221 120
Dairy products 1115 73.0 65.5 218 19.5 16.8 15.0
Bread and flour 81.1 28.4 35.0 31.2 38.4 21.5 266
Fruit and vegetables 64.6 19.1 295 28.3 43.9 17.2 266
Animal and poultry food 55.5 28.5 51.4 18.2 32.8 8.8 15.8
Waters and soft drinks 53.0 18.1 34.2 20.5 38.6 144 272
Electrical engineering 906.3 252.0 27.8 265.8 28.3 388.5 429
Telecommunications 286.7 83.0 29.0 109.0 38.0 94.7 33.0
Consumer electronics 2440 39.9 16.3 67.5 277 136.6 56.0
Motor vehicles and parts 8125 2420 208 263.0 32.4 307.5 37.8
Motor vehicles and engines 525.6 184.9 35.2 180.9 A4 159.9 30.4
Parts and accessories 2443 457 18.7 73.1 2.9 125.6 514
Chemicals and man made fibres 787.6 289.0 36.7 3133 39.8 185.3 235
Basic industrial chemicals 3229 105.2 326 134.1 415 83.7 259
Pharmaceuticals 163.8 68.7 419 54.2 33.1 40.9 25.0
Soap detergents perfumes 80.7 39.1 48.5 247 30.6 16.9 209
Mechanical engineering 592.3 208.5 35.2 192.6 32.5 191.3 323
Plant 111.8 39.4 35.2 247 22.1 477 427
Machine-tools for metal 69.6 19.7 28.2 15.4 22.2 345 49.6
Machines for food & chemical 66.0 299 45.3 18.4 27.8 17.7 26.9
Paper and printing 563.0 164.6 29.2 237.1 421 161.3 28.6
Paper and board 164.6 48.9 29.7 81.6 49.6 342 2.8
Pulp paper and board 90.8 26.9 29.6 36.2 39.9 27.7 30.5
Metal articles 464.5 170.0 36.6 129.7 279 164.7 35.5
Tools 161.8 66.8 41.3 67.2 41.5 27.8 17.2
Structural metal products 125.0 287 230 279 223 68.4 54.7
Processing of metals 3529 107.4 30.4 107.3 304 138.3 39.2
Processing of non-ferrous met. 105.2 32.9 312 44.2 42.0 28.2 26.8
Rubber and plastics 298.6 104.9 35.1 84.3 28.2 109.4 36.6
Plastics 223.1 78.2 35.1 60.5 271 84.4 37.8
Wood 2225 74.3 33.4 88.1 396 60.1 27.0
Wooden furniture 84.2 39.1 46.4 26.5 31.4 18.7 2.2
Sawing & processing of wood 370 54 145 17.8 48.0 13.9 374
Carpentry 36.9 13.0 35.2 16.4 44.4 7.5 20.4
Semi-finished wood products 31.6 7.9 25.0 12.6 39.8 1.1 35.1
Non-metallic minerals 222.3 95.0 427 50.7 22.8 76.5 44
Concrete 66.6 28.0 420 7.0 104 317 47.6
Glass 51.5 20.8 40.4 15.9 30.9 14.8 28.7
Cement 35.2 13.6 38.6 14.8 42.1 6.8 19.2
Ceramic goods 318 15.9 50.0 5.4 17.0 10.5 33.0
Stone 23.7 8.3 35.2 55 23.2 9.9 416
Source: DEBA
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TRIAD production 1993 (ctd.)

Table 1
TRIAD EUR 12 USA JAPAN

biition ECU Production | Value Share (%)| Value Share (%)| Value Share (%)
Other means of transport 195.7 709 36.2 94.3 48.2 30.4 15.6
Aerospace equipment 125.7 42.6 339 77.6 61.7 5.4 4.3
Shipbuilding 43.7 15.4 35.2 11.8 27.0 16.5 37.8
Computer & office equipment 182.5 427 23.4 65.6 35.9 74.2 40.6
Footwear and clothing 1447 68.0 47.0 36.3 25.1 40.3 279
Ready-made clothing 93.5 45.2 48.3 237 253 24.6 26.4
Mass-produced footwear 276 17.2 62.2 4.6 16.8 5.8 21.0
Instrument engineering 100.4 248 24.6 43.1 429 32.6 32.4
Precision instruments 32.8 8.9 27.2 12.4 37.7 11.5 35.1
Medical and surgical equip. 32.2 8.1 25.2 17.8 55.1 6.3 19.7
Optical instruments 26.2 6.6 25.0 11.7 445 8.0 30.4
Other sectors 89.2 204 229 375 42.0 31.3 35.1
Toys and sports goods 30.4 5.6 18.4 12.8 42.0 12.0 39.6
Jewellery 23.2 7.8 34 10.8 46.5 4.7 201
Source: DEBA

The second and third largest in-
dustries both showed Japanese in-
dustry with the largest share of TRIAD
production. In the electrical engineer-
ing industry Japanese firms ac-
counted for nearly 43% of TRIAD
output, whilst in the motor vehicles
industry they recorded a38% share in
TRIAD production (not including the
large value of Japanese car output in
third countries). The Japanese share
in TRIAD production was also pro-
nounced for the computer and office
equipment sector (where a 40.6%

share was recorded). Japanese in-
dustries that recorded low shares in
the TRIAD aggregate included non
motor vehicle transport industries
(15.6%) and the chemicals and man-
made fibres sector (23.5%).

The USA recorded the biggest share
of the fourth largest industry; chemi-
cals and man-made fibres, account-
ing for almost 40% of the total (closely
followed by the EU with nearly 37%).
Other sectors where the USA had a
particutarly high share of TRIAD pro-

duction value were paper and printing
(42.1%), non motor vehicle transport
industries (48.2%) and instrument en-
gineering (42.9%). American sectors
that recorded low sharesin the TRIAD
total included non-metallic minerals
(27.9%) and footwear and clothing
(25.1%).

The mechanical engineering industry
saw TRIAD production distributed
evenly, with the EUrecording a 35.2%
share - the USA and Japan recorded
32.5% and 32.3% shares respectively.
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3. The fastest growing industries

Table 3 below shows the major TRIAD
industries ranked by size of industry
(asinTable 2). Productionin constant

prices (1990 = 100} is given, followed
by the respective real annual average
growth rates between 1985 and 1993
for the TRIAD and its constituent
parts. Sub-sectors of the major in-

dustries are also given in the table
(once more ranked by importance in
terms of production value for 1993).

Table 3 Annual average growth rates ranked by size of industry
TRIAD 1993 Annual average growth rate 1985-1993 (%)
Production in TRIAD EUR 12 USA JAPAN
constant prices
(billion ECU)
Food drink and tobacco 932.5 1.8 2.6 0.9 1.5
Meat 167.8 26 4.2 1.3 1.1
Dalry products 101.9 1.6 2.4 06 0.5
Bread and flour 68.1 21 3.8 0.6 19
Fruit and vegetables 55.3 29 4.8 1.6 3.1
Animal and poultry food 50.7 1.1 2.6 1.0 -3.8
Waters and soft drinks 44.4 27 4.8 0.4 6.3
Electrical engineering 793.3 4.9 4.0 3.0 77
Telecommunications 252.3 5.2 4.3 25 120
Consumer electronics 207.4 4.9 3.5 5.6 5.2
Motor vehicles and parts 665.2 2.2 1.0 1.8 4.0
Motor vehicles and engines 435.9 1.9 0.5 2.0 3.9
Parts and accessories 195.5 27 25 1.1 4.1
Chemicals and man made fibres 705.9 25 2.3 25 3.2
Basic industrial chemicals 295.3 1.6 1.3 1.8 2.0
Pharmaceuticals 145.4 6.6 6.3 7.5 5.8
Soap detergents perfumes 70.2 3.0 35 1.2 55
Mechanical engineering 499.4 0.9 0.3 1.8 1.4
Plant 92.1 1.5 0.6 0.1 3.9
Machine-tools for metal 56.4 0.3 -1.5 1.1 14
Machines for food & chemical 56.0 2.1 20 33 0.9
Paper and printing 494.6 2.8 3.7 14 44
Paper and board 146.0 22 43 0.9 28
Pulp paper and board 84.4 22 29 22 14
Metal articles 397.5 1.9 1.9 0.7 3.2
Tools 142.8 1.8 24 0.9 3.0
Structural metal products 101.5 3.2 28 0.8 5.1
Processging of metals 336.4 0.4 0.7 2.1 0.3
Processing of non-ferrous met. 108.8 23 14 27 29
Rubber and plastics 2525 35 4.0 3.2 3.0
Plastics 189.1 4.4 5.5 38 36
Source: DEBA
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Table 3

Annual average growth rates ranked by size of industry (ctd.)

TRIAD 1993 Annual average growth rate 1985-1993 (%)
Production in TRIAD EUR 12 USA JAPAN
constant prices
(bitlion ECU)

Wood 178.7 1.9 27 23 0.0
Wooden furniture 68.7 1.7 24 0.9 1.0
Sawing & processing of wood 28.6 07 22 25 -21
Carpentry 29.6 a3 35 34 26
Semi-finished wood products 25.6 21 3.2 27 0.1
Non-metallic minerals 188.2 1.4 1.7 1.1 1.2
Concrete 53.7 24 3.0 1.0 22
Glass 448 1.7 20 20 07
Cement 30.5 0.0 0.1 0.4 -1.4
Ceramic goods 27.4 1.3 14 29 0.1
Stone 19.9 2.2 22 0.9 34
Other means of transport 169.5 0.6 0.8 0.3 10
Aerospace equipment 110.3 0.8 1.3 0.5 1.3
Shipbuilding 36.4 -1.7 -2.3 -1.6 -09
Computer & office equipment 165.1 4.5 37 2.2 83
Footwear and clothing 127.2 1.2 14 0.2 24
Ready-made clothing 82.3 1.0 13 0.6 24
Mass-produced footwear 25.1 0.8 1.0 -1.3 23
Instrument engineering 835 1.9 20 3.0 0.2
Precigion instruments 27.2 1.9 0.2 23 35
Medical and surgical equip. 27.4 5.9 49 6.5 53
Optical instruments 219 0.8 27 0.3 4.3
Other sectors 74.0 25 3.3 1.8 27
Toys and sports goods 24.7 36 1.1 4.3 45
Jewellery 20.3 25 5.1 0.6 26
Source: DEBA

The three industries (at a NACE 2-
digit level) reporting the highest an-
nual average growth rates for the
TRIAD aggregate were electrical en-
gineering (+4.9%), computer and of-
fice equipment (+4.5%) and rubber
and plastics (+3.5%). At a 3-digit
NACE level the highest growth was
recorded in the pharmaceuticals sec-
tor (+6.6%), medical and surgical
equipment (+5.9%) and the telecom-
munications sector (+5.2%).

All of these industries may be termed

"high technology" areas - reaffirming
the belief that growth in the
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developed world economies may be
encouraged through the pursuit of
policies that pay special attention to
high technology and new technolo-
gies. At the same time the figures
demonstrate that established, mature
industries show lower levels of
growth.

The annual average growth rates of
the EU were generally much higher
than those of the USA or Japan in the
food processing industries. Japanese
growth rates were generally larger in
the new and high technology areas.
An outstanding example was the tel-
ecoms sector. The Japanese tele-
coms sector was the only sector

which was ableto boast a growth rate
of more than ten percent per annum.
Industries where American growth
out-performed the TRIAD competi-
tion were limited (pharmaceuticals
being the main exception). Neverthe-
less, it should be noted that the data
is given in ECU terms and that the
dollar was particularly strong during
1985.

Industries where there were low or
even negative "real” growth rates in-
cluded mechanical engineering inthe
EU, food processing in both the USA
and Japan and wood processing in
Japan.



4. TRIAD production in "high technology" industrial sectors

Table 4 shows the 1993 share of
TRIAD production over eight "high-
technology" industries. The EU share
in the TRIAD total ranged from 16.3%
(consumer electronics) to 36.7%
(chemicals and man-made fibres). As
well as the chemicals sector the EU
also performed well in the processing
of rubber and plastics.

Growth rates in the EU and USA are
quite similar over the period, showing
between one and five per cent annual
growth. However, in Japanthere were
significantly higher levels of perform-
ance, with up to twelve per cent
growth per annum in the telecom-
munication equipment market (a
market in which the Americans have

EUR 12, USA and Japanese share in TRIAD production
"High-technology industries" 1993

Table 4

(%) EUR 12 USA JAPAN

Chemicals and man-made fibres 36.7 39.8 235
Instrument engineering 24.6 429 32.4
Telecommunications 29.0 38.0 33.0
Rubber and plastics processing 35.1 28.2 36.6
Motor vehicles and parts 29.8 324 37.8
Computer and office equipment 234 35.9 40.6
Electrical engineering 27.8 29.3 429
Consumer electronics 16.3 27.7 56.0

Source: DEBA

The share of the USA was somewhat
higher than that of the EU, ranging
from 27.7% (consumer electronics) to
42.9% (instrument engineering). The
top three American industries (instru-
ment engineering, chemicals & man-
made fibres and
telecommunications) were all able to
claim a larger share of the TRIAD total
than their Japanese competition.

Nevertheless, Japanese sectors re-
corded the largest shares in the re-
maining five industries (despite total
manufacturing in Japan still account-
ingforlessthan one third ofthe TRIAD
total).

Table 5 gives the average annual
growth rates of production (in con-
stant ECU terms) for eight "high tech-
nology"” industries between 1985 and
1993.

recently received concessions in bi-
lateral trade talks). The electrical en-
gineering and computer and office
equipment industries in Japan also
grew at rates above the "top perform-
ing industries" in Europe or America.

In contrast, there was a reduction in
activity for Japanese industries where
it was difficult for Japanese firms to
compete. In the textiles industry an
annual decline of 1.4% was recorded.
American data for the same industry
showed growth of 1.8% per annum.
Hence, Japanese industry seemed to
be more willing to accept that it could
not be the “world leader" in every in-
dustry - and must specialise in some
"core" technology areas.

European industries that displayed
low levels of growth have tended to
be in the investment goods sector.
High technology industries have

grown at a faster rate than the total
industry average in Europe over the
last eight years - notably telecoms,
pharmaceuticals and plastics pro-
cessing. However, despite recording
respectable levels of growth over re-
cent years, industries such as com-
puters and office equipment (3.7%
real growth per annum) have faced
severe competition. Whilst Silicon
Valley and Software Valley continue
to develop and expand in the United
States, many European computer
manufacturers are still strongly reliant
on home markets (even in post-Single
Market Europe). Indeed, high growth
industries in America have been led
by small entrepreneurial businesses.
Cognetics in Cambridge, Massa-
chusetts, an American research firm
state that over four million jobs were
added to the USA economy between
1989 and 1993 thanks to growth in
small, dynamic and largely service or
high technology related industries
(software, computers, film and video
and health-care). These companies
were characterised by sales growth of
20% plus per annum and annual re-
venue of at least 100,000 dollars.

In the telecoms market (4.3% real
growth per annum), widespread
deregulation in Europe may well lead
to intense competition from American
firms waiting to compete with the
national players in each European
country.

In the car industry European manu-
facturers are pursuing a policy of
joint-ventures and merger activity in
response to competition from Ja-
panese and American producers. The
industry has been characterised by
over-capacity in recent years.
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Real annual average growth of high-technology

Table 5 industries, 1985-1993
% EUR 12 USA JAPAN
Motor vehicles and parts 10 1.8 40
instrument engineering 20 3.0 0.2
Chemicals and man-made fibres 23 25 32
Consumer electronics 3.5 5.6 5.2
Computer and office equipment 37 22 8.3
Electrical engineering 4.0 3.0 77
Rubber and plastics processing 4.0 32 3.0
Telecommunications 43 25 120
Source: DEBA

The opportunities for growth in this
sector are not to be found in the tradi-
tional markets of the developed world
that are often saturated. Rather, ex-
panding markets will be found in Asia,
Latin America and Eastern Europe.
Geographically, the latter presents
the most obvious opportunities for
European manufacturers to grow.
However, enterprises need to in-
creasingly adopt global strategies to
compete successfully. The car in-
dustry offers an example of the prob-
lems facing European
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manufacturers: car sales in Indonesia
and the Philippines are dominated by
Japanese producers, who account
for 90% of the total market. Latin
American car production is domi-
nated by American enterprises. Some
European producers have started to
enter these expanding markets - for
example, Volkswagen and Peugeot-
Citroén both have foot-holds in the
Chinese market, which has sub-
sequently been closed to any new
foreign joint-ventures until 1997 at the
earliest.

European, American and Japanese
manufacturers are also facing com-
petition from newly industrialised
countries (NICs) and the other mem-
bers of the EEA. Within the countries
soon to join the EU, sectors that were
growing fastest included professional
and scientific equipment, plastics
processing and electrical machinery.
Sectors in decline were textiles and
rubber processing. Growth rates dis-
played in the new Member States
were similar to those of the EU coun-
tries.

The highest rates of growth were re-
corded in the newly industrialised
countries. Indeed, it was quite com-
mon to see average annual growth
rates in double figures. For example,
the fastest growing industries in In-
donesia (transport equipment),
Malaysia (machinery), the Philippines
(transport equipment) and Singapore
(electrical machinery) were all grow-
ing at more than fourteen per cent per
annum.



In this section the production values
for the EU, USA and Japan have been
used to create specialisation coeffi-
cients. To derive such ratios the pro-
duction in an industry has been
divided by the manufacturing total for
that industry. This ratio has in tumn
been divided by the same ratio for the
TRIAD aggregate. Hence, the calcu-
lation for the EU was as follows:

Industry X Total manufacturing EU

EU/

Industry XI’RIAD /Total manufacturing TRIAD

Using the above ratio at a NACE 2-
digit level the results below were ob-
tained. A specialisation coefficient of
1.0 reflects an industry that is repre-
sented to the same degree in a partic-
ular country as it is throughout the
TRIAD. At the NACE 2-digit level
(Table 6) the most specialised in-
dustries (ratios over 1.0) were the
leather goods industry in the EU, non
motor vehicles transport industry in
the USA (mainly due to the aerospace
sector) and electrical engineering in
Japan. All three of these sectors re-
ported specialisation coefficients of
1.4 in 1993. The lowest specialisation
coefficient in the EU was the com-
puter and office equipment sector
(0.7); in the USA it was the non-metal-
lic minerals sector (also 0.7) and in
Japan it was the non motor vehicles
transport industry (0.5).

During the period 1983-1993 there
was growth of 14% in the European
instrument engineering specialisation
coefficient. At a more disaggregated
level, the optical instruments and
photographic equipment sector
showed an impressive rise of almost
70% (seetable 7, for three digit-NACE
sectors, with highest specialisation
coefficients growth rates). However,

5. TRIAD specialisation

TRIAD specialisation coefficients for selected industries,
1983 and 1993

Table & 1983 1993

EUR 12

Computer and office equipment 0.7 07
Instrument engineering 0.6 0.7
Electrical engineering 0.9 08
Motor vehicles and parts 0.9 0.9
Other means of transport 1.0 1.0
Chemicals and man-made fibres 1.1 1.1
Food drink and tobacco 1.2 1.2
Footwear and clothing 1.2 14
USA

Footwear and clothing 0.9 0.7
Electrical engineering 1.0 0.9
Motor vehicles and parts 1.0 1.0
Food drink and tobacco 1.0 1.0
Computer and office equipment 1.2 11
Chemicals and man-made fibres 1.1 1.2
Instrument engineering 1.2 13
Other means of transport 1.3 1.4
Japan

Other means of transport 0.5 0.5
Chemicals and man-made fibres 0.8 08
Food drink and tobacco 0.8 08
Footwear and clothing 0.8 0.9
Instrument engineering 1.3 1.0
Motor vehicles and parts 1.2 1.2
Computer and office equipment 1.1 1.3
Electrical engineering 1.3 1.4

Source: DEBA

despite this growth the TRIAD spe-
cialisation coefficient for the
European instrument engineering in-
dustry remained low. There were also
large gains seen in both the non
motor vehicle transport industry
(especially aerospace equipment,
+20%) and the footwear and clothing
sector, where specialisation coeffi-
cients increased by 10% between
1983 and 1993. On the downside, the
EU specialisation coefficient for com-
puter and office equipment
decreased by 9% over the same pe-
riod.

Japan was the main TRIAD producer

in the computer and office equip-
ment sector. The specialisation
coefficient for this sector increased
by almost 21% (to 1.29). Japanese
specialisation decreased most in the
instrument engineering industry
(down by 19%). On a more disaggre-
gated level the highest Japanese spe-
cialisation coefficient growth rate was
found in the telecoms sector, where
growth of 46% was recorded. Other
Japanese 3-digit NACE sectors with
high specialisation coefficient growth
rates were asbestos articles (+44%),
aerospace equipment (+34%) and
plants for mining and steel industry
(+27%).
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3-digit NACE specialisation coefficients for selected

industries, 1993

Table 7 Specialisation Growth rate
coefficient 1983-1993 (%)
EUR 12
Optical instruments 0.7 68.9
Jewellery 1.0 53.0
Silk 1.1 49.9
Miscellaneous food products 0.9 385
Soft drinks 1.0 20.4
Processing of paper and board 0.9 287
Meat 13 26.3
Bread and flour confectionery 1.0 217
Soap, detergents, perfumes 1.4 17.1
USA
Wool 0.2 62.6
Furs 24 57.8
Cotton 0.7 489
Agricultural machinery and tractors 1.0 38.8
Wooden containers 0.7 26.1
Sawing and processing of wood 1.4 229
Pharmaceuticals 1.0 19.7
Non-ferrous metals 1.3 18.2
Basic chemicals 1.2 18.0
Carpentry 1.3 17.7
Japan
Telecommunications 1.1 46.4
Asbestos 11 44.0
Soft drinks 0.9 36.0
Aerospace equipment 0.1 34.4
Plant for mines iron & steel industry 1.4 27.0
Electric lighting 1.2 18.0
Toys and sports goods 1.3 17.9
Tools and finished metal goods 0.6 15.8
Steel tubes 0.9 13.1
Structural metal products 1.7 13.1

Source: DEBA
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The trends in Japanese specialisation
coefficients gave support to the fact
that Japanese industry had made a
concerted and successful effort to
specialise in modern industries.
Whilst these industries provided high
production growth rates in the Ja-
panese economy, they were increas-
Ingly open to competition from the
NICs. Nevertheless, it should be kept
in mind that a considerable and ex-
panding part of the production value
of Japanese companies is produced
outside of Japan (not only in Asia, but
also in the EU and USA).

The USA increased its specialisation
in the non motor vehicle transport
industry (+ 12%), the chemicals and
man-made fibres industry (+11%)
and the instrument engineering in-
dustry (+10%). The USA lost signifi-
cant ground in the footwear and
clothing sector (-17%). On a more
disaggregated level the textile in-
dustry (especially the wool (+63%)
and cotton sectors (+49%)) showed
high specialisation coefficient growth
rates. Other sectors with fast growth
were agricultural machinery (+39%),
pharmaceutical products (+20%),
basic chemicals (+ 18%) and aero-
space equipment (+ 15%). The USA
lost ground in bicycles and motor cy-
cles (-34%), structural metal products
(-28%) and plant for mines and the
steel industry (-26%).



Looking at all sectors in 1993 in the
Fortune 500, the three first industrial
groups remained American (in terms
of turnover). General Motors, with a
turnover of 134 billion dollars were
followed by Ford Motor, taking sec-
ond place in front of Exxon. In the top
ten, the EU was represented by Royal
Dutch/Shell and Daimler Benz, re-
spectively in fourth and eighth places.
Three Japanese firms were in the top
ten, Toyota Motor, Hitachi and
Matsushita electric industrial; these
firms recorded the highest growth
rates in turnover - expressed in dol-
lars due tothe appreciation of the yen.

Taking the origin of the top enter-
prises in terms of turnover in each of
25 industrial sectors, thirteen were
based in the USA, six in Japan and
five in the EU. The poor presence of
the European firms was accentuated
by the fact that they were leaders in
mature and low trade sectors, like
building material, glass, metal pro-
ducts or still mining and crude oil
production. The USA and Japanese
firms had better ratings in high-tech
sectors where there were greater
trade opportunities.

At each sector level, and particularly
those with more rapid growth in re-
cent years, itis of interest to detail the
presence of the European, Japanese
and American firms. Considering the
ten biggest enterprises in the 7 sec-
tors with the highest growth rates in
the recent years, (i.e.70 firms), the
USA accounted for the largest num-
ber of enterprises. In terms of turn-
over, 28 of the 70 were American. The
EU and Japan had 18 and 16 firms
respectively. In terms of profit margin
(profit on turnover), the predomi-
nance of the USA was ever more ac-
centuated, with 38 enterprises in the

70. it was followed by the EU (19) and
Japan (7).

The computer and office equipment
sector was dominated by American
and Japanese firms. Ranked by turn-
over, IBM were followed by Toshiba
and Fujitsu and then Hewlett-Pack-
ard. Whilst IBM remained the leader
interms of sales, its market capitalisa-
tion more than halved from 1990 to
1993. It declined to 25th place in
terms of market capitalisation and
was ranked behind Intel, the world's
largest computer chip manufacturer.
Other American firms in this sector
that realised excellent results, were
Microsoft, Oracle Systems Corpora-
tion, and McCaw Cellular Com-
munications, all recording impressive
turnover growth of about 30%. The
most profitable firms in the industry
were also American, i.e. Hewlett-
Packard, Compaq Computer and
Unisys. No European enterprise
entered the top ten in the sector.
Olivetti held eleventh place with a
turnover less than the average of the
first twenty enterprises.

The electronics and electrical equip-
ment sector was largely under the
domination of south-east Asian firms.
Of the first ten enterprises, four were
Japanese - Hitachi, Matsushita Elec-
tric, Sony and NEC - two were South
Korean - Samsung and Daewo. The
USA and the EU had one firm each,
General Electric and Siemens. Sie-
mens recorded anincrease of 7.3% in
its turnover for 1993. It was also the
biggest quoted manufacturing in-
dustry employer in the EU. However,
of the top forty four enterprises
selected by "FORTUNE", only 6 were
based in the EU. Looking at the profit
margins, the sector appeared slightly
different. The first eight enterprises
were American, reflecting an in-

6. Top companies in each region

creased awareness and strategic
move by American firms in the light of
Japanese competition in the sector.

Another high-tech sector of interest
was scientific, photographic and con-
trol equipment. In this sector the first
six enterprises, according to either
their turnover, or to their profit on
turnover, were American, with East-
man Kodak, Xerox and 3M, the three
leaders. The German and British
firms, Carl-Zeiss-Stiftung and Siebe,
held ninth and tenth places.

The pharmacetutical sector remained
in the hands of American firms, with
Johnson & Johnson, Bristol-Myers
Squibb and Merck, as the three big-
gest enterprises in terms of turnover
in 1993. In the 25 first enterprises,
eleven were American compared to
only 5 from the EU. The results of the
Swiss firms Sandoz and Roche were
noticeable. They recorded good re-
sults at the European level. The
market capitalisation of Roche over-
took that of Glaxo (EU) and Merck
(USA).

The chemicals sector was where
European firms succeeded. Despite
first place being held by the American
enterprise C.l. Du Pont de Nemours,
the next three firms were all German:
Hoechst, Bayer and BASF. Whilst
these firms kept a good position inthe
world classification based on turn-
over, their market capitalisation fell or
was static in 1993, due to the reces-
sion.

In the food, drink and tobacco sector,
the American and European firms
shared first place. Japan had only
three firms: one in the food sector,
Snow Brand Milk Production and two
inthe drinks sector, Kirin Brewery and
Suntary (in fifth and seventh places in
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terms of tumover). The well-known
American groups Pepsi-Cola and
Coca-Cola, as well as Anheuser-
Busch were the first three enterprises
in the drinks sector. In the food sec-
tor, the European enterprises Uni-
lever and Nestlé held second and
third places between the American
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firms Philip Morris and Conagra. The
biggest profit increase in 1993 was
recorded by the British firm Hillsdown
Holdings.

Despite the consoclidation of the
European market, rather few
European industrial groups have

succeeded reaching a sufficient size
to compete successfully with Ameri-
can and Japanese firms at the world
level, most notably in sectors with
rapid growth and in high technology
areas.






The most important export sectors of
the EU in value terms were mechani-
cal engineering, chemicals and elec-
trical engineering (see table 8). Their
share in total exports was 41% in
1993. High average annual growth
rates in the period 1988-1993 were
obtained by other means of transport
(12.4%) and instrument engineering
(9.2%). Relativetothe USA and Japan
high-tech products took a relatively
small proportion of total EU exports.
However, several high-technology
sectors show above average export
growth rates (especially in exports to
the US and Japan). Onthe import side
the same sectors (mechanical en-
gineering, chemicals and electrical
engineering) headed the list, repre-
senting 31% of the value of total im-
ports in 1993. High average annual
growth rates were recorded over the
period 1988-1993 in the following sec-
tors: footwear and clothing (11.5%),
other means of transport i.e. non
motor vehicle transport equipment
(11.1%), manufacture of metal arti-
cles (10.4%) and the processing of
rubber and plastics (9.0%).

The two main trading partners of the
EU were the USA and Japan. Over
22% of the EU’s exports went to these
countries in 1993 (24.5% in 1988). The
EU received more than 27% of its total
imports from the USA and Japan (the
corresponding figure was 28.4% In
1988). The annual total trade between
the EU and Japan and the USA
amounted to over 67 and 148 billion
ECU respectively in 1993. A notewor-
thy development in the geographical
distribution of European exports and
imports was the surge in trade with
the Central and East European coun-
tries. Community imports increased
by 56% in value terms between 1989
and 1992, and exports by 87%. Trade
liberalisation, with the objective of
achieving free trade areas within ten
years, is likely to result in the con-
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Manufacturing trade by sector, 1993

Table 8
Share in total |Average annual
bitlion | manufacturing |growt 1988-
ECU trade (%) 1993 (%)

EUR 12 exports
Food drink and tobacco 308 6.9 7.4
Motor vehicles and parts 36.7 8.2 3.3
Electrical engineering 499 1.2 7.8
Chemicals and man made fibres 59.2 13.2 6.7
Mechanical engineering 75.1 16.8 58
Other sectors 195.7 43.7
EUR 12 Imports
Computer and office equipment 253 6.5 6.0
Metals 273 70 -2.6
Mechanical engineering 30.8 79 47
Chemicals and man made fibres 36.2 9.3 5.6
Electrical engineering 83.7 138 6.9
Other sectors 217.2 55.6

Source: Eurostat, DEBA

tinuation of high growth rates in the
near future.

The USA concluded the North Amer-
ican Free Trade Agreement with
Canada and Mexico in 1993. The
agreement should produce similar re-
sults as those which are expected to
come from the Single Market. Trade
between the partners is expected to
increase significantly. In recent years
the geographical economic balance
has shifted in the US from the east
coast to the Pacific Basin. Most coun-
tries in the Pacific Basin have shown
impressive growth rates in the last
decade. Trade with and in south-east
Asia is growing significantly. The
Asian Tigers continue to grow fast;
China has joined the race with annual
economic growth rates of around
10% in recent years. The result of
such changes in economic develop-
ment is that the geographical distribu-
tion of American imports and exports
will continue to shift from Europe to
the Pacific Basin.

In 1993 the USA exported 565 billion
ECU (10.4% of GDP). The most im-

portant American export sectors in
1993 were electrical engineering
(16.2%), mechanical engineering
(12.8%), chemicals (10.7%), motor
vehicles and parts (10.0%) and other
means of transport (mainly aero-
space equipment, 8.5%). The USA im-
ported 619 billion ECU (13.1% of total
consumption) in 1993. Main import
sectors were motor vehicles and
parts (15.6%), electrical engineering
(14.3%), mechanical engineering
(7.3%) and computer and office
equipment (7.1%).

About 21% of American exports went
to the EU, they valued 86 billion ECU.
During the period 1988-1993 this
trade flow showed an annual average
growth rate of 5.5%. USA imports
from the EU accounted for 84 billion
ECU in 1993 (13.6% of total American
imports). In the 1988-1993 period EU
exports to the USA grew by 3.7%
(average annual growth rate). The
European balance of trade with the
USA has shown a significant improve-
ment since 1991.



In the 12 months prior to February
1994 exports to the USA increased by
18.4% while imports remained stable.
The most important export sectors in
1993 for the EU to the USA were me-
chanical engineering, chemicals and
motor vehicles and parts (see table
9). Above average growth rates were
obtained by computer and office
equipment (9.1%), chemicals (8.5%)
and other means of transport (8.6%).
Onthe import side the most important
sectors in 1983 were electrical en-
gineering, chemicals and computer
and office equipment. The highest
growth rates in the 1988-1993 period
were obtained by motor vehicles and
parts (16.1%), footwear and clothing
(12.2%) and instrument engineering
(10.1%).

About 9% of total American exports
went to Japan in 1993, with a value of
35 billion ECU. On the other hand, the
USA’s imports from Japan were worth
91 billion ECU in 1993. This was about
19% of total American imports. The
American trade deficit with Japan has
burdened American-Japanese rela-
tions in the last decade. Trade talks
on the subject have recently resulted
in four new trade deals in the field of
telecommunications, medical equip-
ment and access to the Japanese
insurance market. However, it re-
mains to be seen whether these
agreements will have a significant im-
pact on the American trade deficit
with Japan. European firms should
also be capable of benefiting from the
opening of the Japanese market.
However, much will depend on ex-
change rate developments. The value
of the Yen has shown a positive trend.
Some improvement of the American-
Japanese trade balance may be ex-
pected, especially if the value of the
Yen continues to rise.

In 1993 the most important American
export sector to Japan was food,

EUR 12 trade with USA by sector, 1993

Table 9
Share in total | Average
Mio ECU| manufacturin annual
exports/imports (growth rate
1988-1993

Manufacturing exports to USA

Other means of transport 6095 8.1 8.6
Electrical engineering 7387 9.8 7.3
Motor vehicles and parts 8074 10.7 57
Chemicals and man made fibres 9170 12.1 03
Mechanical engineering 12688 16.8 37
Other sectors 32162 426 29
Manufacturing imports from USA

Other means of transport 8102 11.0 56
Mechanical engineering 9377 12.8 5.4
Computer and office equipment 9634 131 43
Chemicals and man made fibres 9956 13.6 21
Electrical engineering 12894 17.6 7.5
Other sectors 23404 319 6.8
Source: DEBA

drink and tobacco, followed by elec-
trical engineering, chemicals, office
and DP-equipment, other means of
transport and mechanical engineer-
ing (see Graphs 3 and 4). American
imports from Japan showed a much
higher rate of specialisation. The two
most important sectors, motor ve-
hicles and parts, and electrical en-
gineering, together accounted for
almost 53% of American imports from
Japan. American imports in these two
sectors accounted for about 30% of
total imports.

The EU has faced similar problems to
the USA in its trade relations with
Japan. The Community’s trade rela-
tions with Japan have tended to be
dominated by the structural con-
sequences of what Europeans have
considered to be Japan’s incomplete
integration into the multilateral trad-
ing system. Many commentators
argue that access to the Japanese
domestic market has not generally
offered equal opportunities to
Japan’s trading partners, when com-
pared to Japanese entry into foreign
markets.

Japan exported 9.4% of its GDP in
1993. The total value of exports in
1993 was almost 334 billion ECU. Ja-
panese imports were equal to 256
billion ECU in 1993 (10.6% of total
consumption). Japanese companies
produce more and more outside of
Japan. Currently the figure is almost
25% but it is expected to rise sharply.
The structure of Japanese exports is
changing in favour of east Asia. In
1991 it became Japan’s biggest ex-
port market (ahead of the USA). Ja-
panese exports to Asia in 1993
exceeded exports to the USA by
more than 30%.

Almost 10% of the EU’'s imports in
1993 came from Japan. This equalled
15.6% of total Japanese exports and
amounted to 48 billion ECU. The
value of total exports from the EU to
Japan was 23 billion ECU in 1993.
This was only 4.7% of total exports
from the EU. These trade figures dis-
played the structural imbalance in Ja-
panese trade relations with the EU.
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Industry Classification System

The industry groupings used in this
publication are based on the NACE
classification system. This classifies
economic activity in terms of the na-
ture of goods and services produced
or by the nature of the production
process employed. It is arranged on
the decimal system and is subdivided
into divisions (1-digit codes), classes
(2-digit codes), groups (3-digit
codes), sub-groups (4-digit codes)
and items (5-digit codes). More infor-
mation is contained in the General
Industrial Classification of Economic
Activities within the European Com-
munity published by Eurostat (1985
reprint of the 1970 edition). This pub-
lication is available from the usual out-
lets for Community publications. A
major revision to the NACE classifica-
tion has been incorporated in a Coun-
cil Regulation (OJ L293 24th October
1990) and will start being used for
data collection over the next few
years.

The broad groups used in Section 1

of this publication have the following
definitions in terms of NACE:

Total industry
1- 2v 31 4
Intermediate goods industries

1, 211-246, 247, 2474-2476, 2481-
2485, 2488, 2489, 251-256, 26, 311-
313, 3161-3164, 3167-319, 353, 422,
431-435, 437, 439, 441, 461-466, 471,
472, 481, 483

Capital goods industries

314, 315, 32, 33, 341-344, 347, 348,
352, 361, 362, 364, 365, 371, 372

METHODOLOGICAL NOTES

Consumer goods industries

2472, 2473, 2477, 2486, 2487, 257-
259, 3165, 363, 373, 374, 411-421,
423-429, 436, 438, 442, 45, 467, 473,
474, 482, 49

Statistical Sources

Most of the data in this publication is
harmonized data supplied to Eurostat
by Member States. The exceptions
are:

1) The capacity utilisation series
which come from the business sur-
veys carried out on behalf of the
Directorate General for Economic Af-
fairs of the Commission.

2) The estimates for the latest
years’structural data, which are sup-
plied by the DEBA European
Economic Interest Group.

3) The OECD has supplied the in-
dices of industrial production for the
USA and Japan.

Data sources are indicated for each
statistical table.

Every effort has been made toinclude
data for all 12 Member States. The
indices from 1991 onwards are on a
post-unification basis and include
East-Germany. However the struc-
tural data is still on a pre-unification
basis unless otherwise stated.

Short term indicators

The index of production measures
changes in the volume of the gross
value added created by industry, the
branch indices being aggregated by
means of a system of weighting ac-
cording to gross value added (in prin-

ciple, at factor cost). The indices are
adjusted in two stages; firstly to take
account of the varying number of
working days in the month (except for
Spain and Japan) and secondly by
seasonal adjustment. The other short
termindices in this publication are not
adjusted for working days.

The index of producer prices shows
(in the national currency of the Mem-
ber State in question) changes in the
ex-works selling prices of all products
sold on the domestic markets of the
various countries. The Community in-
dices (EUR11, since there are no pro-
ducer price indices for Portugal) refer
to overall weighted price changes. No
seasonal adjustment is carried out on
them.

For the indices of imports and ex-
ports, external trade data of industrial
products were grouped according to
the industrial NACE branch to which
they belong. The value indices are all
in ECU terms. The indices for EUR12
refer only to extra Community trade.
The indices are seasonally adjusted.

The capacity utilization series come
from quarterly European Community
business surveys, and are not sea-
sonally adjusted.

The changes which are given in the
tables for the latest three months on
the corresponding period of the year
before, are calculated from non sea-
sonally adjusted series.

Structural data

Data for value added at factor cost,
turnover, investment, labour costs,
and employment come from annual
enquiries conducted by Member
States involving all enterprises with
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20 or more employees. The excep-
tions to this are Spain and Portugal
where the coverage is for local units
of all sizes. The employment data re-
lates to persons employed excluding
home workers. The definitions are
standardized and so the figures are
comparable across industries and
countries.

Signs and abbreviations

Estimates are not supplied to Euro-
stat by Member States for the smaller
firms not covered by the enquiries,
and the figures under-report the ac-
tual values. Where this is particularly
significant, a note is made in the com-
mentary.

Gaps in Eurostat's data have been
filled by estimates supplied by DEBA.

EUR 12: Community of 12
B/L: Belgo-Luxembourg Economic Union
ECU: European currency unit
Mio: millions
Mrd: thousand million
N/A: not available
0.0: Figure less than half of the chosen unit
%: percent
1990 = 100: reference year
P: moving average
External trade indicators: 07/08/09.93 (Partner: Extra-EU)
A: growth rate
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Thus EU totals often contain esti-
mates for missing countries.

Data in the structural tables are in
current ECU unless otherwise stated.
The productivity measure used is
based on value added at factor cost
in 1985 prices per person employed.



Methodological notes 6.94

Nace 1-4: Index of production

o) = 01/02/03.94, B = 10/11/12.93
Growth rate moving average: change in % for three months
compared with previous three months (seasonally adjusted)
3 months ending 03.94
Nace 1-4: Producer Price Index

o) = 02/03/04.94
Growth rate moving average: change in % for three months
compared with previous three months
3 months ending 04.94

Chapter 3.1 Short-term indicators (Nace 41 + 42)
index of production

= 01/02/03.94, B= 10/11/12.93
Growth rate moving average: change in % for three months
compared with previous three months (seasonally adjusted)
3 months ending 03.94
Producer price index

P = 02/03/04.94, DE: 10/11/12.93, B, IRL : 01/02/03.94
Growth rate moving average: change in % for three months
compared with previous three months
3 months ending 04.94

External trade indicators
Nace 41 +42: E = - Nace 429 Tobacco industry
) = 10/11/12.93
Growth rate moving average: change in % for three months compared
with the same period of the previous year: 3 months ending 12.93

Graphs
Consumer goods = Non-durable consumer goods
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