
National Economic Trends
January 1987

Spending by foreigners on U.S. goods and services has declined markedly as a percent of GNP during this decade. 
As the table below shows, the shares of three major components of spending have risen since 1980 at the expense of 
a decline in the share of net exports. One potential source of increased shares of spending on goods and services is a 
corresponding increase in the share of spending on imports, since imported goods are included in the other three expen
diture categories. But this has not been the case: spending on imports has not kept pace with the overall growth of GNP 
since 1980 (see table). Instead, the overall shift in shares has been associated with a decline in foreign purchases or exports 
from 12.8 percent of GNP in 1980 to 8.9 percent. This reallocation to domestic spending represents a shift of about $160 
billion in sales in 1986.

In general, spending on both imports and exports has been weak when compared with gains in the nation’s GNP. The 
decline in total foreign trade spending (exports plus imports) relative to GNP from 24.5 percent in 1980 to 20.2 percent 
in 1986 is a major reversal of patterns in the 1970s. From 1971 to 1980, spending on both imports and exports grew 
much faster than GNP, rising from 12.6 percent of GNP to its peak in 1980.

The decline in demand for U.S. exports led to a relative price change that played a major role in the shifting share 
of exports. The implicit price deflator for exports rose only 11.3 percent from 1980 to 1986, much slower than the 33.6 
percent rise in the implicit price deflator for GNP. The decline in the relative price of export goods induced a rise in 
the volume of domestic purchases of exportable goods and accounted for about half of the fall in the share of export spen
ding in GNP; the decline in the share of real exports in real GNP accounted for the rest of the fall. Meanwhile, the implicit 
price deflator for imports fell from 1980 to 1986, resulting in a decline in the relative price of imports of 28.3 percent 
over the same period. A price-induced rise in import volume compensated, in part, for this relative price decline so that 
the share of the nation’s income spent on imports declined only slightly.

Major Spending Components as a Percent of GNP: 1980 and 1986

Component 1986 1980

Personal Consumption Expenditures 65.6% 63.4%
Gross Private Domestic Investment 16.3 16.0
Government Purchases of Goods & Services 20.6 19.4
Net Exports -2.5 1.2

Exports 8.9 12.8
Imports 11.4 11.7
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