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a. Seasonally adjusted annual rate. 
b. Seasonally adjusted. 
c. Based on trade data and GDP per capita growth rates for 52 countries between 1960 and 1989. 
SOURCES: U.S. Department of Commerce. Bureau of Economic Analysis, Survey of Current Business, May 1997; U.S. Department of Labor, Bureau of Labor 
Statistics; Dav~d M. Gould and Roy J. Ruffin, "Trade Deficits: Causes and Consequences," Federal Reserve Bank of Dallas, Economic Review, Fourth Quarter 
1996, pp. 10-20; and International Monetary Fund. Direction of Trade Statistics. 
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'I'he I7.S. mcrchanclise tlxcle cleficit 
j~lmpecl ~~nespectecll). in Ji~ly. rising 
to $10.3 hillion horn SS.3 !?illio~l the 
montli heforc. Allan). economists 
now espect 0111' current accoLlnt 
cleficit-:L 1,ro:tcl measure of the 
U.S. t~xcle im1,al:~nce-to esceccl 
S 160 I~illion in 1997. L I ~  from S I-kS 
l?illion in 1996. To man). ohses\~ers. 
a persistent t ~ ~ d e  cleficit reve;lls : ~ n  
inability to coinpete in \vorlcl m a -  
I\-ets t h : ~ ~  incvitalIly threatens a n:l- 
tion's stanclarcl of li\.ing. 

EMPLOYMENT-TO-POPULATION RATIO AND NET EXPORTS 

'I'llc 1J.S. tmde cleficit \\-iclenecl 
cl~lmatically in the early 1980s. :me1 
I,y the encl of the clecacle, we hacl 
t~ecome a clehtor c o ~ ~ n t ~ y .  Neverthe- 
less. the C C O I I O I T ~ ~  lias contini~ecl to 
e? ;~;~t ld .  :11id employment gro\vtli 
has remaineel brisli despite the com- 
petition from abroad. 

'l'he 11.S. experience is not a 
: I IS011 flul;c. h cross-country comp 1 .' 

of o i ~ t p ~ ~ t  growth with either the 
magnitucle or the persistence of 
tracle cleficits reveals no correlation 

o\.er the 1960-89 periocl. I11 otlier 
\vorcls. n;ltions ha\.ing 1:uge ancl on- 
going cleficits clo not :tppe:lr to 
gro~v more slo\vly. 

The necessziry co~~ntel.part of a 
tl-acle cleficit is an inflo\v of foreign 
sa\-ings. Ileficit co~intries c;11i con- 
sume I>e!;oncl their present income. 
borro\v from al~roacl. ancl repay their 
ot,lig;ltions \\.ithout :k climini~tion of 
gro\\.th. In I3enjamitl Fmnl\-lin's 
,\\.orcls. "No nation a.as ever r~~itiecl 
17.). tl-aclc." 
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