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(BA7: %)

REETI ST / XA ST RE RIS
(Current Account) ./ GNP _ /| (Net Invest-
. — / ment Income)
oy ® & 18 /
(Average) (Maximum) GNP / GNPk
= -2.74 -4.87 (n.a.) -4.2
(1960-87) (1985) (1987)
FY vy -4.22 -9.87 -45.8 1) -2.4
(1960-85) (1985) (1987) (1987)
VAN YR -5:06 -14.98 -81 2) -11.2
(1980-87) (1981) (1985) (1987)
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(1972-85) (1982) (1986) (1986)
A=A YT -1.22 -4.5 (n.a.) -0.7
(1970-84) asm (1987)
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507 (1970-84) (1984) (1987) (1987)
X'j,r““")y '108 '37 '213 '1.7
(1970-84) (1982) : (1987) (1987)
A Qe - -0.31 -3.4] -8.1 0.5
e _ (1960-87) (1987) (1987) (1987)
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ABSTRACT

Since the beginning of the 1980°s, the problem of the large and persistent
current account imbalancehas such as the deficits of the United Statesand and
surpuluses of Japan are posing a grave threat to the future development of the
world’s free trade system. The threat of “sistemic crisis” has primarily been
stimulated, however, by the catalytic role of misunderstandings among United
States politicians and public opinion, and by the weakness of the voice of
common-sense economics within the United States. Under these circumstances, a
comprehensive study of the persistent current account imbalance: including
studies on historical cases, theoritical analysis, policy evaluation and future
outlook is in order.

From the beginning of the 19th century until the First World War, Britain
persistently recorded large current account surpluses. There are many cases,
such as those smaller OECD countries in recent years, where countries ran large

current account deficits over an extended period.



None of the theories of the balance of payments adjustment process explains
convincingly how the current account imbalance can be quickly corrected by
markel forces when there are free international capital movements.

Among the variety of economic entities within an economy, the decision of
those in the private sector to sell assets and acquire debt to finance
investment should generally be viewed as vasically rational so long as such a
decision is not biased by goverment policy. On the other hand, the current
account imbalance resulting from goverment deficit could give rise to situations
Justifying concern, since the goverment deficit in a parliamentary democracy'is
a result of complex political process and cannot veiwed always as a result of
intertemporal optimization of a single economic entity. The situation in the
United States since 1985 may be characterized as the persistent large current
account deficit resulting from excessive domestic demand, a low level of private
saving and large goverment deficits. If the U.S. goverment is able to
progressively reduce the annual fiscal deficit, however, within the next five to
len-years, there should be no reason for serious concern over the United States
payments deficit of the present size, which is quite small relative to its GNP,

compared with deficits experienced by a number of other QECD countries.



