Top 5 US Trade Partners by Volume in Billions of Nominal Dollars 1998-2008
(Constructed From: US Bureau of Economic Analysis, www.bea.gov)



1998
2008
%Change
Canada

329
596
  81
China

  85
409
379
Mexico
174
367
111
Japan

180
206
  14
Germany
  76
144
  99
Top 5

Total

844
1731
105

Unlike energy, wealth can be created or destroyed.  Trade creates wealth.  In 2008, the US engaged in $1.7 trillion dollars worth of international trade with its top five trading partners alone.
A country is never so big that it doesn’t need to trade.  In fact, Japan, China, and Germany are the second, third, and fourth largest economies in the world (behind the US) and they are some of the US’s top trading partners.  
As silly as it would be for the US to become a protectionist state, it would be even sillier for even smaller economies to do the same.  Trade facilitates specialization and the division of labor, which in turn create wealth.

While increased Sino-US trade has generated most of the headlines in the last decade, other changes are worth noting.  For example, trade volume increased by 91% between the US and its NAFTA partners between 1998 and 2008.  This has allowed consumers and companies in each North American country to have improved access to bigger and more diverse markets.
In 1992, Lester Thurow published, “Head to Head: The Coming Economic Battle Among Japan, Europe, and America” in which he proclaimed the end of comparative advantage.  Not only did Dr. Thurow unwisely dismiss the wealth creating process of international trade, he predicted that Japan and Europe’s economic growth would come at the expense of the United States.  He was also very enamored with Japan’s method of economic planning.
In reality, the Japanese economy has spent the better part of the last decade stagnating, the US economy has used European growth to expand exports abroad, and trade between the US and Germany has doubled between 1998  and 2008.
Comparative advantage is alive and well.

