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ABSTRACT 

This  bibl iography focuses  on the  i n t e r r e l a t i o n s h i p s  between the  d o l l a r  

exchange r a t e ,  the  trade d e f i c i t ,  and the  c a p i t a l  f lows  component of  the  U.S. 

balance of  payments. 





CONTENTS 

ABSTRACT . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . iii  

A R T I C L E S ,  BOOKS, AND REPORTS ................................................. 

CONGRESSIONAL RESEARCH S E H V I C E  W K I T l N C S  .....................................7 





AKTICLES, BOOKS, AND KEPOKTS 

B e r g s t e n ,  C. F r e d .  
Economic i m b a l a n c e s  and wor ld  p o l i t i c s .  F o r e i g n  a f f a i r s ,  v .  6 5 ,  s p r i n g  
1987:  770-794. LRS87-2 326 

Argues  t h a t ,  w i t h  t h e  U.S. 's  t r a d e  d e f i c i t  r e a c h i n g  a b o u t  $150 b i l l i o n  i n  
1986 and  t h e  p r o b a b i l i t y . t h a t  U.S. n e t  i n d e b t e d n e s s  w i l l  s u b s t a n t i a l l y  
e x c e e d  h a l f  a  t r i l l i o n  d o l l a r s  by 1990,  t h e  U.S. economy must e i t h e r  become 
a n  e x p o r t  d r i v e n  economy o r  f a c e  a  p e r i o d  o f  r e c e s s i o n  and  f a l l i n g  
s t a n d a r d s  o f  l i v i n g  t o  pay o f f  o u r  e x t e r n a l  d e b t s .  C a l l s  f o r  a  r e d u c t i o n  
o f  t h e  U.S. b u d g e t  d e f i c i t ,  a n  i n c r e a s e  i n  t h e  U.S. s a v i n g s  r a te  and  
s t i m u l a t i o n  o f  t h e  West German and J a p a n e s e  economies .  Recommends a  new 
i n t e r n a t i o n a l  mone ta ry  reg ime  based  on  t a r g e t  z o n e s  t o  p r e v e n t  t h e  m a s s i v e  
c u r r e n c y  m i s a l i g n m e n t s  of  t h e  r e c e n t  p a s t .  A l s o  s u g g e s t s  t h a t  t h e  U.S. and  
J a p a n  s h o u l d  form a  "group  of two" t o  h e l p  p r o v i d e  new l e a d e r s h i p  i n  w o r l d  
economic  a f f a i r s .  

The U n i t e d  S t a t e s - J a p a n  economic p rob lem,  by C. F r e d  B e r g s t e n  and  W i l l i a m  K .  
C l i n e .  Wash ing ton ,  I n s t i t u t e  f o r  I n t e r n a t i o n a l  Economics ,  c1987.  1 7 0  p. 
( P o l i c y  a n a l y s e s  i n  i n t e r n a t i o n a l  e c o n o m i c s ,  1 3 )  LRS87- 7038 

Examines  t h e  economic c o n f l i c t  between t h e  U n i t e d  S t a t e s  and  J a p a n ,  t h a t  
r e s u l t s  f rom t h e  b i l a t e r a l  t r a d e  g a p  between them. A t t e m p t s  t o  a n s w e r  
w h e t h e r  " t h e  needed c o r r e c t i o n s  l i e  p r i m a r i l y  w i t h  t h e  f u n d a m e n t a l  
s t r u c t u r e s  of t h e  two c o u n t r i e s ,  w i t h  t h e i r  macroeconomic p o l i c i e s ,  o r  w i t h  
t h e i r  a p p r o a c h e s  t o  p a r t i c u l a r  s e c t o r s  and even  i n d i v i d u a l  p r o d u c t s ?  What 
i s  meant  by ' b a l a n c e '  i n  t h e  economic r e l a t i o n s h i p  between t h e  U n i t e d  
S t a t e s  and J a p a n ? "  Recommends p o l i c y  a c t i o n s  f o r  b o t h  c o u n t r i e s .  

Boyer ,  Edward. 
The a t t a c k  on t h e  d o l l a r  i s  o v e r .  F o r t u n e ,  v. 113 ,  Mar. 3 ,  1986:  59-61, 
6 3 ,  65.  LRS86-814 

I I T r a d e r s  and  e c o n o m i s t s  r e a c t e d  w i t h  a  show-me s h r u g  when t h e  l e a d i n g  
i n d u s t r i a l  c o u n t r i e s  l a u n c h e d  a  j o i n t  e f f o r t  t o  d e f l a t e  t h e  d o l l a r .  But 
t h e  c e n t r a l  banks  d i d  j u s t  what t h e y  promised and now w i l l  t r y  t o  k e e p  t h e  
d o l l a r  r o u g h l y  where  i t  is." 

Branson ,  William H .  
The l i m i t s  of  m o n e t a r y  c o o r d i n a t i o n  a s  exchange  r a t e  p o l i c y .  B r o o k i n g s  
p a p e r s  on economic  a c t i v i t y ,  no.  1, 1986: 175-194. LKS86-12171 

I I P r o p o s a l s  f o r  c o o r d i n a t i o n  o f  mone ta ry  p o l  i c y  t o  s t a b i l i z e  n o m i n a l  o r  
real  e x c h a n g e  r a t e s  o r  f o r  t a r g e t i n g  mone ta ry  p o l i c y  on t h e  n o m i n a l  
e x c h a n g e  ra te  assume,  e x p l i c i t l y  o r  i m p l i c i t l y ,  t h a t  e x c h a n g e  ra te  
f l u c t u a t i o n s  a r e ,  on  b a l a n c e ,  h a r m f u l  t o  t h e  w o r l d  economy and  t h a t  
m o n e t a r y  p o l i c y  c a n  p r o d u c t i v e l y  r e d u c e  t h e  a m p l i t u d e  o f  t h e s e  
f l u c t u a t i o n s .  The o b j e c t i v e  of t h i s  p a p e r  i s  t o  examine  t h e  a n a l y t i c a l  
b a s i s  and  e m p i r i c a l  e v i d e n c e  f o r  t h e s e  a s s u m p t i o n s .  The c o n c l u s i o n  i s  t h a t  
b o t h  h o l d  o n l y  some o f  t h e  t ime."  



Commit tee  f o r  Economic Development.  R e s e a r c h  and P o l i c y  Committee.  
T o l l  of t w i n  d e f i c i t s .  Washington,  The Commit tee ,  1987. 105 p .  LRS87-7520 

I I Advance copyt '  
P a r t i a l  c o n t e n t s . - - I n t r o d u c t i o n  and summary o f  r ecommenda t ions . - -Swel l ing  

U.S. t r a d e  and  c u r r e n t  a c c o u n t  de f ic i t s . - -Damage  from huge U.S. t r a d e  
d e f i c i t s . - - C a u s e s  o f  t h e  U.S. t r a d e  d e f i c i t . - - I m p o r t a n t  s t e p s  t o  improve  
U.S. c o m p e t i t i v e n e s s  and r e d u c e  t r a d e  d e f i c i t s . - - I m p l i c a t i o n s  o f  r i s i n g  
U.S. i n t e r n a t i o n a l  d e b t .  

Cooper ,  R i c h a r d  N.  
D e a l i n g  w i t h  t h e  t r a d e  d e f i c i t  i n  a  f l o a t i n g  r a t e  sys tem.  B r o o k i n g s  p a p e r s  
on  economic a c t i v i t y ,  no.  1 ,  1986: 195-207. LRS86-12172 

Argues  t h a t  t h e  d e p r e c i a t i n g  d o l l a r  c a n  h e l p  remedy t h e  U.S. l o n g - t e r m  
t r a d e  d e f i c i t  and F e d e r a l  budge t  d e f i c i t  problems.   h he d o l l a r ' s  d e c l i n e  
w i l l  h e l p  o f f s e t  t h e  f i s c a l  c o n t r a c t i o n  t h r o u g h  e x p a n s i o n  o f  n e t  e x p o r t s ,  
h e l p  m a i n t a i n  o v e r a l l  U.S. economic a c t i v i t y  a t  a  s a t i s f a c t o r y  l e v e l ,  and  
h e a d  o f f  t h e  s t r o n g  p r o t e c t i o n i s t  p r e s s u r e s  t h a t ,  i n  t h e  p e c u l i a r  p o l i t i c a l  
c i r c u m s t a n c e s  o f  1986 ,  might  e r u p t  i n t o  damaging p r o t e c t i o n i s t  a c t i o n . "  

Emminger, Otmar. 
The i n t e r n a t i o n a l  r o l e  of t h e  d o l l a r .  F e d e r a l  R e s e r v e  Bank o f  Kansas  C i t y  
economic  r e v i e w ,  v. 70 ,  Sep t . -Oc t .  1985: 17-24. LRS85-11413 

I1 The U.S. d o l l a r  i s  t h e  most i m p o r t a n t  i n t e r n a t i o n a l  p r i c e  b e c a u s e  of i t s  
l a r g e  e f f e c t s  on  t h e  wor ld  economy--effects  t h a t  may be p o s i t i v e  and  
n e g a t i v e .  S i n c e  t h e  d o l l a r  i s  a  wor ld  c u r r e n c y ,  i t  must be f r e e  f l o a t i n g .  
A r e d u c t i o n  i n  t h e  U.S. budge t  d e f i c i t  i s  t h e  a p p r o p r i a t e  way o f  r e d u c i n g  
t h e  d o l l a r . "  

F e l d s t e i n ,  M a r t i n .  
C o r r e c t i n g  t h e  t r a d e  d e f i c i t .  F o r e i g n  a f f a i r s ,  v .  6 5 ,  s p r i n g  1987: 795-806. 

LRS87-2327 
Argues  t h a t  " t h e  U n i t e d  S t a t e s  canno t  c o n t i n u e  t o  h a v e  a n n u a l  t r a d e  

d e f i c i t s  of  more t h a n  $100 b i l l i o n ,  f i n a n c e d  by a n  e v e r - i n c r e a s i n g  i n f l o w  
o f  f o r e i g n  c a p i t a l .  The U.S. t r a d e  d e f i c i t  w i l l  t h e r e f o r e  soon h a v e  t o  
s h r i n k  a n d ,  as  i t  d o e s ,  t h e  o t h e r  c o u n t r i e s  o f  t h e  wor ld  w i l l  e x p e r i e n c e  a  
c o r r e s p o n d i n g  r e d u c t i o n  i n  t h e i r  t r a d e  s u r p l u s e s .  I n d e e d ,  w i t h i n  t h e  n e x t  
d e c a d e  t h e  U n i t e d  S t a t e s  w i l l  u n d o u b t e d l y  exchange  i t s  t r a d e  d e f i c i t  f o r  a  
t r a d e  s u r p l u s .  The c h a l l e n g e  i s  t o  a c h i e v e  t h i s  r e b a l a n c i n g  of w o r l d  
demand i n  a  way t h a t  a v o i d s  b o t h  a  d e c l i n e  i n  r e a l  economic a c t i v i t y  and a n  
i n c r e a s e  i n  t h e  r a t e  of  i n f l a t i o n . "  

----- 
How f a r  h a s  t h e  d o l l a r  f a l l e n ?  by M a r t i n  F e l d s t e i n  and P h i l i p p e  B a c c h e t t a .  
B u s i n e s s  economics ,  v .  22,  Oc t .  1987: 35-39. LRS87-7876 

I I I n t r o d u c e s  a  new i n d e x  o f  t h e  r e a l  v a l u e  of  t h e  d o l l a r  r e l a t i v e  t o  
e i g h t y  o t h e r  c u r r e n c i e s  . . . . T h i s  new i n d e x  c o n f i r m s  t h a t  t h e  d o l l a r  
r o s e  v e r y  s h a r p l y  between J a n u a r y  1980 and F e b r u a r y  1985 and  t h a t  a b o u t  
t h r e e - f o u r t h s  o f  t h a t  a p p r e c i a t i o n  was r e v e r s e d  by May 1987." 

F r a n k e l ,  J e f f r e y  A. 
I n t e r n a t i o n a l  c a p i t a l  f l o w s  and d o m e s t i c  economic p o l i c i e s .  Cambridge,  
Mass. ,  N a t i o n a l  Bureau of Economic R e s e a r c h ,  1987. 121  p. (Working 
p a p e r  no.  2210)  LRS87-3825 



Examines  t h e  c a p i t a l  a c c o u n t  i n  t h e  U.S. b a l a n c e  of payments .  T r a c e s  i t s  

h i s t o r y  f r o m  1946 t o  1980 and t h e n  d e s c r i b e s  t h e  h i s t o r i c  swing  o f  t h e  
c a p i t a l  a c c o u n t  i n  t h e  1980s  toward m a s s i v e  b o r r o w i n g  f rom a b r o a d .  

G l a s n e r ,  Dav id .  
A ' d e f i c i t '  w i t h  a  good s i d e :  t h e  much-maligned U.S. t r a d e  gap .  N e w  York 
t i m e s ,  O c t .  2 1 ,  1984: s e c .  3 ,  p .  3. LRS84-19342 

Debunks t h e  i d e a  t h a t  a  d e f i c i t  i n  a c o u n t r y ' s  b a l a n c e  of t r a d e  i s  
n e c e s s a r i l y  a  bad t h i n g .  

H a k k i o ,  C r a i g  S. 
I n t e r e s t  rates and exchange  ra tes - -wha t  i s  t h e  r e l a t i o n s h i p ?  F e d e r a l  
R e s e r v e  Bank of  Kansas  C i t y  economic r e v i e w ,  v. 71 ,  Nov. 1986: 33-43. 

LRS86-13394 
" I n  t h e  1 9 7 0 s ,  i n f l a t i o n  shocks  c a u s e d  U.S. nominal  i n t e r e s t  r a t e s  and  

t h e  e x c h a n g e  v a l u e  of t h e  U.S. d o l l a r  t o  move i n  o p p o s i t e  d i r e c t i o n s .  I n  
c o n t r a s t ,  i n  t h e  1 9 8 0 s ,  c h a n g e s  i n  r e a l  i n t e r e s t  r a t e s  have  l e a d  t o  a  
p o s i t i v e  c o r r e l a t i o n  between nominal  i n t e r e s t  r a t e s  and t h e  d o l l a r . "  

Haynes ,  S t e p h e n  E. H u t c h i s o n ,  Michae l  M .  M i k e s e l l ,  Raymond F. 
J a p a n e s e  f i n a n c i a l  p o l i c i e s  and t h e  U.S. t r a d e  d e f i c i t .  P r i n c e t o n ,  N . J . ,  
I n t e r n a t i o n a l  F i n a n c e  S e c t i o n ,  P r i n c e t o n  U n i v e r s i t y ,  1986. 3 0  p. ( E s s a y s  
i n  i n t e r n a t i o n a l  f i n a n c e ,  no.  162 ,  A p r i l  1986)  LRS86-3598 

C o n c l u d e s  t h a t  "of t h e  f o u r  J a p a n e s e  f i n a n c i a l  p o l i c i e s  e x a m i n e d ,  o n l y  
t h e  r e d u c t i o n  i n  t h e  f i s c a l  d e f i c i t ,  a g a i n s t  a  background o f  r e d u c e d  
d o m e s t i c  i n v e s t m e n t  and  h i g h  p r i v a t e  s a v i n g s ,  c a n  b e  r e g a r d e d  as  h a v i n g  
c o n t r i b u t e d  s i g n i f i c a n t l y  t o  J a p a n ' s  g rowing  t r a d e  s u r p l u s  a n d  t h e  
d e p r e c i a t i o n  of  t h e  d o l l a r  v a l u e  of  t h e  yen.  F u r t h e r m o r e ,  b e c a u s e  o f  
J a p a n ' s  v o l u n t a r y  e x p o r t  c o n t r o l s  and t h e  s t r u c t u r a l  i m b a l a n c e  of  U.S. 
t r a d e  w i t h  J a p a n ,  a n  a p p r e c i a t i o n  o f  t h e  d o l l a r  v a l u e  o f  t h e  yen  i n  
r e s p o n s e  t o  a  c h a n g e  i n  J a p a n ' s  f i n a n c i a l  p o l i c i e s  i s  u n l i k e l y  t o  r e s u l t  i n  
a  s u b s t a n t i a l  d e c r e a s e  i n  t h e  U.S. t r a d e  d e f i c i t  w i t h  Japan ."  

Hul tman,  C h a r l e s  W .  
G-5 e x c h a n g e  marke t  i n t e r v e n t i o n  and connnercia l  p o l i c y .  J o u r n a l  of  w o r l d  
t r a d e  l a w ,  v. 2 0 ,  May-June 1986: 287-293. 

I I 
LRS86-7000 

I n  Sep tember  1985 f i v e  m a j o r  i n d u s t r i a l  c o u n t r i e s  a g r e e d  t o  u n d e r t a k e  
o f f i c i a l  c o o r d i n a t e d  i n t e r v e n t i o n  i n  f o r e i g n  exchange  m a r k e t s  t o  a c h i e v e  a 
d e p r e c i a t i o n  of t h e  d o l l a r .  T h i s  i n f o r m a l  v o l u n t a r y  a c t i o n  i s  h e r e  
a n a l y z e d  i n  i t s  h i s t o r i c a l  c o n t e x t  and i t s  new a s p e c t  a s  p a r t  o f  a  b r o a d e r  
commerc ia l  p o l i c y  ." 

Humpage, Owen F. 
A  c o r r e c t  v a l u e  f o r  t h e  d o l l a r ?  by Owen F. Humpage and N i c h o l a s  V.  
Karamouz is .  F e d e r a l  R e s e r v e  Bank of  C l e v e l a n d  economic commentary,  J a n .  1, 
1986:  1-4. LRS86-1249 

D i s c u s s e s  " v a r i o u s  i n t e r p r e t a t i o n s  of ' e q u i l i b r i u m '  and  o f  ' o v e r v a l u e d '  
e x c h a n g e  r a t e s . "  

R e q u i r e m e n t s  f o r  e l i m i n a t i n g  t h e  t r a d e  d e f i c i t .  F e d e r a l  R e s e r v e  Bank o f  
C l e v e l a n d  economic commentary,  Apr. 1 ,  1987: 1-4. 

I I 
LRS87-3422 

The U n i t e d  S t a t e s  t h u s  f a r  h a s  r e l i e d  p r i m a r i l y  on a  two-pronged 
a p p r o a c h  t o  a l l e v i a t e  t h e  t r a d e  i m b a l a n c e .  U n t i l  q u i t e  r e c e n t l y ,  we h a v e  
p romoted  a d e p r e c i a t i o n  o f  t h e  d o l l a r  i n  f o r e i g n - e x c h a n g e  m a r k e t s ,  h o p i n g  
t o  r e s t o r e  t h e  c o m p e t i t i v e n e s s  of U.S. goods.  I n  a d d i t i o n ,  w e  are 



e n c o u r a g i n g  J a p a n  and Germany t o  s t i m u l a t e  t h e i r  economies  i n  o r d e r  t o  
i n c r e a s e  demand f o r  U.S. e x p o r t s .  T h i s  Economic Commentary e x a m i n e s  
w h e t h e r  t h e s e  p o l i c i e s  meet t h e  b a s i c  c r i t e r i a  r e q u i r e d  t o  e l i m i n a t e  o u r  
e x t e r n a l  imba lance . "  

M a r r i s ,  S t e p h e n  N.  
The d e c l i n e  and f a l l  of t h e  d o l l a r :  some p o l i c y  i s s u e s .  B r o o k i n g s  p a p e r s  
on  economic a c t i v i t y ,  no. 1, 1985: 237-244. LRS85-6423 

Examines t h e  p o l i c y  i s s u e s  t h a t  would f a c e  t h e  Uni ted  S t a t e s  i f  t h e  
d o l l a r  were t o  f a l l  o v e r  a  p e r i o d  of  two t o  f o u r  y e a r s  t o  a  l e v e l  below i t s  
1980 t r o u g h .  

Meyer,  S t e p h e n  A .  
T r a d e  d e f i c i t s  and t h e  d o l l a r :  a  macroeconomic p e r s p e c t i v e .  F e d e r a l  
R e s e r v e  Bank of  P h i l a d e l p h i a  b u s i n e s s  r e v i e w ,  Sept . -Oct .  1986: 15-25. 

LRS86-9542 
P a u l s ,  B.  Dianne.  

M e a s u r i n g  t h e  f o r e i g n - e x c h a n g e  v a l u e  of t h e  d o l l a r .  F e d e r a l  R e s e r v e  
b u l l e t i n ,  v .  73 ,  J u n e  1987: 411-424. LRS87-7522 

Conc ludes  t h a t  "no s i n g l e  measure  o f  we igh ted  a v e r a g e  e x c h a n g e  rates i s  
s u i t a b l e  f o r  a l l  p u r p o s e s .  The a p p r o p r i a t e  measure  f o r  e a c h  a p p l i c a t i o n  
s h o u l d  r e f l e c t  t h e  u n i q u e  way changes  i n  b i l a t e r a l  exchange  rates a f f e c t  
t h e  v a r i a b l e  of i n t e r e s t  . . . . I f ,  f o r  example ,  t h e  o u t l o o k  f o r  U.S. 
e x p o r t s  o f  s t e e l  i s  a t  i s s u e ,  i t  seems r e a s o n a b l e  t h a t  o n l y  t h e  c u r r e n c i e s  
o f  c o u n t r i e s  t h a t  a r e  l a r g e  s t e e l  p r o d u c e r s  r a t h e r  t h a n  some o t h e r  set o f  
U.S. t r a d i n g  p a r t n e r s ,  s h o u l d  be  i n c l u d e d  i n  t h e  i n d e x .  I n  p r i n c i p l e ,  a 
m y r i a d  of  s u c h  a p p l i c a t i o n s  e x i s t ,  e a c h  r e q u i r i n g  a  d i f f e r e n t  i n d e x  o f  
w e i g h t e d  a v e r a g e  exchange  r a t e s . "  

Rauch, J o n a t h a n .  
R i d i n g  t h e  low d o l l a r .  N a t i o n a l  j o u r n a l ,  v. 1 9 ,  Aug. 1 5 ,  1987: 2087-2090. 

LRS87-6638 
"U.S. e x p o r t s  may rebound now t h a t  t h e  d o l l a r  h a s  d r o p p e d ,  b u t  a  new set 

o f  s h o c k s  a w a i t s  some i n d u s t r i e s  and r e g i o n s  t h a t  a r e  s t i l l  r e e l i n g  f r o m  
t h e  d o l l a r ' s  c l imb."  

R e y n o l d s ,  Alan.  
T r a d e  d e f i c i t s :  t h e  n e o - m e r c a n t i l i s t  t h r e a t .  Morr i s town,  N . J . ,  
P o l y c o n o m i c s ,  1984.  6 p. LRS84-4846 

A t  head o f  t i t l e :  Supply  s i d e  a n a l y t i c s .  
Argues  t h a t  t h e  a l l e g e d  c o n n e c t i o n  between t r a d e  d e f i c i t s  and b u d g e t  

d e f i c i t s  i s  i m a g i n a r y ,  an argument  used t o  c o n v i n c e  p o l i c y  makers  t h a t  t h e  
two prob lems  c a n  be s o l v e d  by a  t a x  i n c r e a s e .  

S t o k e s ,  Bruce.  
F a c i n g  up t o  Germany. N a t i o n a l  j o u r n a l ,  v. 1 8 ,  Nov. 2 9 ,  1986: 2891-2892, 
2896-2897. LRS86-12446 

S u g g e s t s  t h a t  1987 w i l l  be  a  rocky  y e a r  f o r  U.S.-German economic 
r e l a t i o n s ;  t h e  U.S. t r a d e  d e f i c i t  w i t h  West Germany i s  a t  r e c o r d  l e v e l s ,  
German i n v e s t m e n t  i n  t h e  U.S. i s  a t  a n  a l l - t i m e  h i g h ,  and Germany i s  t h e  
l o n e  h o l d o u t  among i n d u s t r i a l  powers i n  U.S. e f f o r t s  t o  s t a b i l i z e  
i n t e r n a t i o n a l  exchange  r a t e s .  



Thurow, L e s t e r  C .  Tyson, Laura 1)'Andrea. 
The economic b l ack  h o l e .  Fore ign  p o l i c y ,  no. 67 ,  summer 1987: 3-21. 

LRS87-4062 
Argues t h a t  " t h e  r i s i n g  U.S. ~ r a d e  d e f i c i t  and t h e  bui ld-up  o f  ~ r n e r i c a ' s  

f o r e i g n  d e b t  have become t o  t h e  world economy what a  b l a c k  h o l e  i s  t o  t h e  
un ive r se . "  

Trade  i n  s e r v i c e s :  e x p o r t s  and f o r e i g n  revenues ;  s p e c i a l  r e p o r t .  Washington,  
O f f i c e  of Technology Assessment ,  1986. 110 p. LRS86-8514 

"OTA-ITE-316" 
I I Using d a t a  from government, i n d u s t r y ,  t r a d e  a s s o c i a t i o n s ,  t h e  b u s i n e s s  

p r e s s ,  and o t h e r  s o u r c e s ,  OTA has  e s t i m a t e d  t h e  l e v e l  of  U.S. i n t e r n a t i o n a l  
s e r v i c e  a c t i v i t y  i n  22 c a t e g o r i e s  f o r  t h e  y e a r s  1982-84. OTA's e s t i m a t e s  
i n d i c a t e  t h a t  Federa l  Government ba l ance  of payments f i g u r e s  s i g n i f i c a n t l y  
u n d e r s t a t e  both  e x p o r t s , a n d  impor t s  of s e r v i c e s . "  I n c l u d e s  summary 
d i s c u s s i o n s  of t h e  22 s e r v i c e  s e c t o r s  f o r  which OTA e s t i m a t e d  t r a d e  and 
f o r e i g n  revenue .  

Tsurumi,  Yoshi . 
The U.S. t r a d e  d e f i c i t  w i th  Japan .  World p o l i c y  j o u r n a l ,  v .  4 ,  s p r i n g  
1987: 207-230. LRS87-2932 

Examines why t h e  drop  i n  t h e  va lue  of t h e  d o l l a r  has  n o t  so lved  t h e  
u . s . ' s  c h r o n i c  t r a d e  d e f i c i t .  Argues t h a t  Amer ica ' s  t r a d e  problems "cannot  
b e  so lved  by q u a r r e l i n g  ove r  t r a d e  b a r r i e r s  because  t h e s e  problems a r e  
l a r g e l y  made i n  America, born of twin f a i l u r e s :  a  d e f e n s e - f i r s t  s t y l e  of  
p l a n n i n g  and o b s o l e t e  management p r a c t i c e s . "  

U.S. Congress .  House. Committee on Fore ign  A f f a i r s .  Subcommittee on 
I n t e r n a t i o n a l  Economic P o l i c y  and Trade.  
The t r a d e  d e f i c i t :  c auses  and c u r e s .  Hea r ings ,  9 9 t h  Congress ,  1st s e s s i o n .  
Mar. 5  and 22,  1985. Washington, G.P.O., 1987. 177 p. LRS87-492 1 

U.S. Congress .  J o i n t  Economic Committee. 
The f o r e i g n  t r a d e  dilemma: f a c t  and f i c t i o n .  Hear ing ,  98 th  Congress ,  2nd 
s e s s i o n .  May 1, 1984. Washington, G.P.O., 1984. 77 p. (Hea r ing ,  S e n a t e ,  
9 8 t h  Congress ,  2nd s e s s i o n ,  S .  Hrg. 98-974) LRS84-10722 

U.S. Congress .  J o i n t  Economic Committee. Subcommittee on Economic Goals  and 
In t e rgove rnmen ta l  P o l i c y .  
Impact of t h e  d o l l a r  on U.S. compe t i t i venes s .  Hear ing ,  9 9 t h  Congres s ,  1st 
s e s s i o n .  Mar. 12 ,  1985. Washington, G.P.O., 1985. 65 p. (Hea r ing ,  
S e n a t e ,  9 9 t h  Congress ,  1 s t  s e s s i o n ,  S. Hrg. 99-85) LRS85-6860 

U.S. Congress .  Sena t e .  Committee on Banking, Housing and Urban A f f a i r s .  
Subcommittee on I n t e r n a t i o n a l  F inance  and Monetary P o l i c y .  
Exchange r a t e  misa l ignment .  Hearing,  9 9 t h  Congress ,  1st s e s s i o n .  Oct .  23 ,  
1985. Washington, G.P.O., 1986. 105 p .  (Hear ing ,  S e n a t e ,  9 9 t h  Congress ,  
1st s e s s i o n ,  S. Hrg. 99-377) LRS86-304 

Exchange r a t e s  and Th i rd  World d e b t .  Hear ings ,  100 th  Congress ,  1st s e s s i o n .  
Washington, G.P.O., 1987. 609 p. (Hear ing ,  S e n a t e ,  100 th  Congress ,  1st 
s e s s i o n ,  S. Hrg. 100-141) LRS87-7406 

Hear ings  h e l d  Mar. 26-Apr. 7 ,  1987. 



U.S. G e n e r a l  Account ing  Off i c e  
I n t e r n a t i o n a l  t r a d e :  symposium on t h e  c a u s e s  of t h e  U.S. t r a d e  d e f i c i t ;  
r e p o r t  t o  c o n g r e s s i o n a l  r e q u e s t e r s  [summary] ,  by R i c h a r d  N .  Cooper .  May 1 5 ,  
1987. Wash ing ton ,  G.A.O., 1987. 1 8  p. LRS87-3728 

" G A O / N S I A D - ~ ~ - ~ ~ ~ S ,  B-22637" 
"As  p a r t  of  t h e  r e s p o n s e  t o  your  r e q u e s t  t h a t  GAO s t u d y  t h e  c a u s e s  of t h e  

i n c r e a s e d  U.S. t r a d e  d e f i c i t  and ways t h a t  i t  c o u l d  b e  r e d u c e d ,  we s p o n s o r e d  
a  symposium a t t e n d e d  by l e a d i n g  i n t e r n a t i o n a l  t r a d e  s p e c i a l i s t s  on  December 
11, 1986.  T h i s  i s  a  summary of t h a t  symposium, p u b l i s h e d  a s  a  supp lement  
t o  t h e  GAO r e p o r t  The U.S. T r a d e  D e f i c i t :  Causes  and P o l i c y  O p t i o n s  f o r  
S o l u t i o n s  (GAO/NSIAD-87-135 ) ." 

I n t e r n a t i o n a l  t r a d e :  t h e  U.S. t r a d e  d e f i c i t :  c a u s e s  and p o l i c y  o p t i o n s  f o r  
s o l u t i o n s ;  r e p o r t  t o  c o n g r e s s i o n a l  r e q u e s t e r s .  Apr.  28 ,  1987. Wash ing ton ,  
G.A.O., 1987. 53  p. LRS87-3729 

" G A O / N S I A D - ~ ~ - ~ ~ ~ ,  B-226367" 
I t  We found  t h a t  a l t h o u g h  f o r e i g n  t r a d e  b a r r i e r s  and a  l o s s  o f  U.S. 

c o m p e t i t i v e n e s s  a r e  ongo ing  problems f o r  U.S. t r a d e ,  t h e s e  two f a c t o r s  were 
n o t  m a j o r  c o n t r i b u t o r s  t o  t h e  i n c r e a s e  i n  t h e  U.S. t r a d e  d e f i c i t  i n  t h e  
1 9 8 0 s .  R a t h e r ,  t h e  m a j o r  c a u s e s  of t h e  i n c r e a s e d  t r a d e  d e f i c i t  w e r e  
c h a n g e s  i n  U.S. and f o r e i g n  macroeconomic p o l i c i e s  t h a t  l e d  t o  a  s t r o n g  
U.S. d o l l a r  and r e l a t i v e l y  s t r o n g  U.S. economic g rowth  . . . . I n  
p a r t i c u l a r ,  t h e  U.S. budget  d e f i c i t  n e e d s  t o  be reduced ."  

I n t e r n a t i o n a l  t r a d e :  t r a d e  law r e m e d i e s  u n d e r  f l o a t i n g  exchange  r a t e s ;  
r e p o r t  t o  t h e  Chairman,  Subcommit tee  on I n t e r n a t i o n a l  T r a d e ,  Commit tee  on 
F i n a n c e ,  U n i t e d  S t a t e s  S e n a t e .  Dec. 1986. Wash ing ton ,  G.A.O., 1986. 4 3  p. 

LRS86-11976 
" G A ~ / N S I A D - ~ ~ - ~ ~ "  
Examines  " t h e  c o m p a t i b i l i t y  of  t h e  f l o a t i n g  exchange  r a t e  r e g i m e  w i t h  t h e  

p r i n c i p l e s  of t h e  i n t e r n a t i o n a l  t r a d i n g  s y s t e m  and U.S. t r a d e  laws."  
S p e c i f i c a l l y  examines:  " ( 1 )  how exchange  r a t e  f l u c t u a t i o n s  c a n  a f f e c t  i m p o r t  
r e l i e f  g r a n t e d  under  s e c t i o n  201 of  t h e  T r a d e  Act o f  1974,  a s  amended, ( 2 )  
w h e t h e r  e x c h a n g e  r a t e  changes  a l t e r  t h e  f i n d i n g s  r e a c h e d  and t h e  p r o t e c t i o n  
p r o v i d e d  u n d e r  t h e  a n t i d u m p i n g  and c o u n t e r v a i l i n g  d u t y  l a w s ,  and  ( 3 )  
w h e t h e r  G e n e r a l  Agreement on T a r i f f s  and T r a d e  g o a l s ,  p r i n c i p l e s ,  and  
r e m e d i e s  a r e  c o m p a t i b l e  w i t h  a  s y s t e m  o f  f l o a t i n g  exchange  r a t e s . "  

U.S. i n t e r n a t i o n a l  c o m p e t i t i v e n e s s :  p e r c e p t i o n  and r e a l i t y .  N e w  York, New 
York S t o c k  Exchange,  1984. 62  p. LRS84-8031 

A n a l y z e s  t h e  t r a d e  pe r fo rmance  of 40 i n d u s t r y  g r o u p s  i n  t h e  U.S. and  
f o r e i g n  c o u n t r i e s ,  examines  changes  i n  t h e  U.S. i n d u s t r i a l  s t r u c t u r e ,  
p r o j e c t s  j o b  n e e d s  t o  1995,  examines  how t h o s e  j o b  n e e d s  migh t  be s a t i s f i e d  
and p r e s e n t s  an i n - d e p t h  l o o k  a t  t h e  l i k e l y  l e v e l  and d i s t r i b u t i o n  of  
employment by i n d u s t r y  and o c c u p a t i o n a l  c l a s s .  C h a l l e n g e s  t h o s e  who c a l l  
f o r  a  more c o d i f i e d  i n d u s t r i a l  p o l i c y  and f i n d s  t h a t  "U.S. t r a d e  
p e r f o r m a n c e  h a s  been c o n s i d e r a b l y  b e t t e r  t h a n  i s  w i d e l y  be1 i eved . "  

V o l k e r ,  P a u l  A .  
F a c i n g  up t o  t h e  t w i n  d e f i c i t s .  C h a l l e n g e ,  v .  27 ,  Mar.-Apr. 1984: 4-9. 

LRS84-8934 
I I Unpreceden ted  budget  and t r a d e  d e f i c i t s  pose  a  c l e a r  d a n g e r  t o  U.S. 

g r o w t h  and s t a b i l i t y .  Unless  we c l o s e  t h e  g a p s ,  w e  r i s k  becoming t h e  
w o r l d ' s  l a r g e s t  d e b t o r  n a t i o n . "  



Wal l i ch ,  Henry C .  
C a p i t a l  movements--the t a i l  t h a t  wags t h e  dog. Remarks by Henry C. Wal l i c h .  

Washington, Board of Governors o f  t h e  Federa l  Keserve System, 1984. 16 p. 
LRS84-5 346 

Text  of speech  g iven  a t  t h e  Bre t ton  Woods I1 Conference ,  May 19 ,  1984. 
I t  C a p i t a l  movements a r e  s m a l l ,  e x p o r t s  and impor t s  a r e  l a r g e .  

N e v e r t h e l e s s ,  c a p i t a l  movements dominate t h e  American b a l a n c e  o f  payments. 
Some of t h e  i m p l i c a t i o n s ,  exempl i f i ed  by t h e  h igh  l e v e l  of t h e  d o l l a r  i n  
t h e  f a c e  of a l a r g e  cu r r en t - accoun t  d e f i c i t  a r e  d i s cus sed . "  

Wil l iamson,  John.  
T a r g e t  zones  and t h e  management of t h e  d o l l a r .  Brookings p a p e r s  on 
economic a c t i v i t y ,  no. 1 ,  1986: 165-174. LRS86-12170 

Argues t h a t  t h e  d o l l a r  must be r e a l i g n e d  ( i . e . ,  f a l l )  t o  r e s t o r e  
e q u i l i b r i u m  t o  t h e  c u r r e n t  account  of U.S. ba l ance  of payments, by r e d u c i n g  
t h e  t r a d e  d e f i c i t .  O u t l i n e s  and d i s c u s s e s  a  system o f  t a r g e t  zones  f o r  
major  c u r r e n c i e s  which would e f f e c t  t h e  d o l l a r ' s  r e a l i g n m e n t ,  and examines  
t h e  r e l e v a n c e  of p r o s p e c t s  f o r  t h e  U.S. f i s c a l  d e f i c i t  t o  t h e  a d v i s a b i l i t y  
o f  a d o p t i n g  a  t a r g e t  zone approach  t o  c u r r e n c y  management. 

CONGRESSIONAL RESEARCH SERVICE WRITINGS 

Cooper, William. 
P roceed ings  of  t h e  CRS symposium on U.S. t r a d e :  p o l i c y  i s s u e s  c o n f r o n t i n g  
t h e  100 th  Congress .  1987. 128 p. 87-267 E 

T h i s  i s  a  c o m p i l a t i o n  of  papers  which compr ise  t h e  p roceed ings  of a  CRS 
workshop f o r  Members of Congress  and l e g i s l a t i v e  s t a f f .  The workshop on 
U.S. Trade: The P o l i c y  I s s u e s  Conf ron t ing  t h e  100th  Congress  was h e l d  by 
CRS on March 18,  1987. T h i s  compi l a t i on  of p roceed ings  i s  a  new approach  
t o  f o c u s  on p r o v i d i n g  you wi th  i n fo rma t ion  i n  a  more t i m e l y  manner t o  
b e t t e r  meet your  needs  i n  a d d r e s s i n g  t h e  c o n g r e s s i o n a l  c a l e n d a r .  

Cox, Wi l l iam A. 
Can t h e  world l i v e  w i th  f l o a t i n g  exchange r a t e s ?  Congres s iona l  Resea rch  
S e r v i c e  r ev i ew ,  v. 6 ,  July-Aug. 1985: 9-11, 29. LRS85-6838 

w e l l ,  C ra ig .  
The growing U.S. e x t e r n a l  d e b t :  n a t u r e  and i m p l i c a t i o n s .  1987. 13  p. 

87-798 E  
T h i s  r e p o r t  c o n s i d e r s  s e v e r a l  q u e s t i o n s  and i s s u e s  r e l a t e d  t o  o u r  d e b t o r  

s t a t u s :  f i r s t ,  i t  examines what i s  meant by t h e  Uni ted  S t a t e s  b e i n g  a  
d e b t o r  n a t i o n ;  second,  i t  d i s c u s s e s  t h e  p robab le  u l t i m a t e  s i z e  of o u r  
e x t e r n a l  d e b t  o b l i g a t i o n s ;  f i n a l l y ,  i t  examines t h e  economic i m p l i c a t i o n s  
of  o u r  growing f o r e i g n  indeb tedness .  

The U.S. t r a d e  d e f i c i t :  c a u s e s ,  consequences and c u r e s ,  by C r a i g  K. E l w e l l  
and A l f r e d  Reifman. 1986. 48 p. 86-116 S  

T h i s  r e p o r t  i n v e s t i g a t e s  t h e  causes  of  t h e  huge U.S. t r a d e  d e f i c i t ,  i t s  
impact  on t h e  economy, and d i s c u s s e s  p o l i c i e s  t o  reduce  t h a t  d e f i c i t .  I t  
f i n d s  t h a t  t h e  U.S. t r a d e  imbalance i s  p r i m a r i l y  caused by t h e  U.S. budget  
d e f i c i t  and t h e  r e s u l t a n t  h i g h  v a l u e  of t h e  d o l l a r ,  w i t h  t h e  pace o f  t h e  
U.S. economic r ecove ry  and t h e  L a t i n  American d e b t  c r i s i s  be ing  c o n t r i b u t o r y  
f a c t o r s .  

G r a v e l l e ,  J ane  G .  



I n t e r n a t i o n a l  C o m p e t i t i v e n e s s  and t h e  Tax Reform Act of 1986. 1987.  6  p. 
87-428 E  

The e f f e c t s  o f  t h e  Tax Reform Act o f  1986 on i n t e r n a t i o n a l  t r a d e  a r e  
e s t i m a t e d  t o  be o f  r e l a t i v e l y  s m a l l  magni tude .  The c o m p o s i t i o n  o f  t r a d e  
would b e  l i t t l e  a f f e c t e d  b e c a u s e  t h e  e f f e c t  of  t h e  t a x  b i l l  on f i n a l  
p r o d u c t  p r i c e s  would be s m a l l .  Moreover ,  i f  t h e  change  r e d u c e s  f o r e i g n  
c a p i t a l  i n f l o w s  i n t o  t h e  Uni ted  S t a t e s ,  t h e  c h a n g e s  would t e n d  t o  n a r r o w  
t h e  t r a d e  d e f i c i t .  These  e f f e c t s  a r e  a l s o  e x p e c t e d  t o  be small i n  
m a g n i t u d e ,  however.  
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How much h a s  t h e  i n t e r n a t i o n a l  exchange v a l u e  o f  t h e  d o l l a r  d e c l i n e d ?  1987.  
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The movement i n  t h e  i n t e r n a t i o n a l  exchange  v a l u e  of  t h e  d o l l a r  i s  
i m p o r t a n t  t o  a number o f  p u b l i c  p o l i c y  i s s u e s  a s  w e l l  a s  u n d e r s t a n d i n g  
movements i n  GNP, employment,  and i n f l a t i o n .  U n f o r t u n a t e l y ,  t h e  v a r i o u s  
e x c h a n g e  i n d e x e s  do n o t  r e g i s t e r  t h e  same movement i n  t h e  v a l u e  o f  t h e  
d o l l a r  o v e r  a g i v e n  t i m e  p e r i o d .  
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E v a l u a t e s  t h e  m e r i t s  of t h e  argument  t h a t  a  more r a p i d  r a t e  o f  GNP g r o w t h  
i n  J a p a n  and West Germany c a n  a s s i s t  U.S. economic g rowth  and r e d u c e  U.S. 
b a l a n c e  o f  payments d e f i c i t  . 
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The T h i r d  World d e b t  problem has  had a s t r o n g ,  a d v e r s e  impact  on t h e  
U.S. t r a d e  d e f i c i t .  The development  of t h e  c r i s i s ,  i t s  impact  on U.S. 
t r a d e ,  t h e  " ~ a k e r  P l a n , "  and proposed a l t e r n a t i v e  s o l u t i o n s  a r e  t h e  s u b j e c t s  
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F o r e i g n  exchange  i n t e r v e n t i o n .  1986. 30 p. 86-915 E  
Three  q u e s t i o n s  a r e  a d d r e s s e d  i n  t h i s  r e p o r t .  F i r s t ,  what i s  f o r e i g n  
exchange  i n t e r v e n t i o n  and how d o e s  i t  work? Second,  what h a s  U.S. p o l i c y  
been toward f o r e i g n  exchange  i n t e r v e n t i o n ?  T h i r d ,  why i s  f o r e i g n  exchange  
i n t e r v e n t i o n  by i t s e l f  t hough t  t o  be i n e f f e c t i v e  i n  i n f l u e n c i n g  exchange  
r a t e s ,  e x c e p t  p o s s i b l y  a s  a  supplement  t o  economic p o l i c y  c h a n g e s ?  


