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The growing U.S. trade deficit in this decade has prompted both concern and confusion. The nation’s net exports (exports 
minus imports, national income and product accounts basis) have fallen from $32.1 billion in 1980 to —$117.4 billion 
in the first three quarters of 1987, as exports rose from $351 billion to only $415.7 billion and imports climbed from 
$318.9 billion to $533.1 billion. One theory about these developments is that the United States has become less competitive 
in world trade, so that its exporting and import-competing industries have shrunk. According to this view, U.S. production 
of tradeable goods such as manufacturing and agricultural output has been depressed by these trade developments. A 
contrasting view is that the growth of world trade has declined, while that of U.S. tradeable goods output has risen. In 
the latter view, this output was purchased by domestic instead of foreign buyers.

The table below assesses these views using growth rates for the periods 1970-80 and 1980-86, the latest data available. 
As the table shows, the growth of world trade—the real value of imports for about 150 member countries of the International 
Monetary Fund—slowed in the 1980s after growing rapidly in the 1970s. For the two major U.S. tradeable goods sectors— 
agriculture (including forestry and fisheries) and manufacturing—output growth accelerated during 1980-86; both substantially 
outpaced overall U.S. output growth and world import volume. While not shown in the table, manufacturing output growth 
slowed sharply, to less than a 2 percent rate, in Germany, France, Italy and Canada during 1980-86; in each country, 
manufacturing growth was slower than real GNP growth. Manufacturing output growth accelerated in the United Kingdom 
in the 1980s, but only at a 0.8 percent rate, slower than real output growth. These data suggest that the rise in the trade 
deficit has been accompanied by a rise in U.S. competitiveness.

Annual Growth Rates of World Trade and U.S. Output Measures

1980-86
1970-80

World trade 
(real imports,
1980 prices)

3.2%
5.4

Real GNP 
(1982 prices)

2.6%
2.8

Agricultural 
output 

(1982 prices)

4 .7%
1.0

Manufacturing 
output 

(1982 prices)

3.4 %
2.8
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