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World trade is changing. Are you?
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Can Trump Save Their Jobs? They’re Counting on It
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Suits
Accessories
Pants

Scala Rider $579.95 Alpinestars lcon $190.00
PackTalk Duo Freeman Zip Fleece - Blue Thor $149.95 One Thousand E| Bajo Boot - Black

Core Orbit Pants - Black / Fluorescent Green



How Digitization Changes Trade

Ecommerce
Digitally-enabled services

3D printing and robotics

Blockchalin
Automated, driverless shipping

loT & Data




Export Nation?
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Ecommerce Sellers = New American Exporters
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Source: eBay (2016). “Small Online Business Growth Report”



No More “Canada or Mexico” Only

Number of Export Destinations
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Source: eBay (2016). “Small Online Business Growth Report”






Ecommerce Jobs Growing

% year-on-year change in employment
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NET ESTABLISHMENT GROWTH*
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America’s services trade surplus growing
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Source: U.S. Census Bureau, Economic Indicator Division.



> 50% of U.S. service exports are digitally-enabled

Not digital,

47% Potentially
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Services Drive Exports Growth

il and Gas Extraction ‘
Educational and Medical Services .
Management and Legal Services ‘
Support Services
Travel and Tounsm
Engineering Services
Tech Sector

Beverage and Tobacco Froducls
Petroleum and Coal Products
Chemical Manufaciuring
Transportation Equipment

. U.S. Exports
ALY (Millions ugrg). 2015
Misceflanecus Manufactunng
Insurance Services $10,000
Electrical Equipment and Appliances
Comgputer and Electronic Products $20,000
Paper Manufactunng
Plastics and Rubber Products $50,000
Wood Product Manufacturing
Primary Metal Manufacturing
Freight and Heavy Industry $100,000
Textie Product Mills
Apparel Manufacturing () $250,000
Textile Mills
Royalties

Fabrnicated Metal Products
Fumiture and Related Products
Financial Services

Nonmetallic Minerai Products
Food Manufaciuring

Forestry and Fishing

Printing and Related Activities o
Leather and Allied Products [0]
Machinery Manufacturng .
Mining .
-20% -15% -10% 5% 0% 5% 10% 15% 20% 25% 30% 35%

Source: Brooking Institution.



> 2/3 of U.S. Export-Related Jobs Are in Services

U.S. jobs supported by Top-5AZ Jobs
exports - % of total supported by exports
Other Goods

5% AIRCRAFT PRODUCTS & PARTS: 12,790

FOOD & DRINK SERVICES: 6,770

Manufacturin g MANAGEMENT & CONSULTING: 6,130

Services 27%

68%
° SEMICONDUCTORS: 5,050

EDUCATIONAL SERVICES: 4,270

Source: Commerce Department (2014), Brookings Institution (2016).



Old Globalization: iPhone “Made in the World”
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Old Globalization

Fixed trailing edge Wing Center fuselage Mid-forward fuselage Forward fuselage
Kawasaki Heavy Industries  Mitsubishi Finmeccanica Kawasaki Heavy Industries  Spirit
Nagoya, Japan Nagoya, Japan Grottaglie, ltaly Nagoya, Japan Wichita, KS
Wing tips Nacelles
KAL-ASD Goodrich
Busan, South Korea Chula Vista, CA
‘

Flap support fairings .

KAL-ASD 0 I : b Landing gear

Busan, South Korea ., Messier-Bugatti-Dowty
Tail fin N @ Gloucester, UK
Boeing RO
Frederickson, WA Aft fuselage pL Cargo access doors
Boeing - Center wing box Saab
Horizontal stabilizer Charleston, SC Fuji Linkdping, Sweden
Finmeccanica: Foggia, Italy Nagoya, Japan
Boeing: Salt Lake City, UT Wing/body fairing

Rudder

Chengdu Aircraft Industrial
Chengdu, China

Copyr

Tail cone

Auburn, WA Kawasaki

Landing gear doors
- Boeing
‘ Winnipeg, Canada

-

Main landing gear wheel well Engines

GE: Evendale, Ohio

Nagoya, Japan Rolis-Royce: Derby, UK

Aft fuselage Passenger entry doors Moveable trailing edge Fixed and moveable leading edge
KAL-ASD Latécoére Boeing Spirit
Busan, South Korea  Toulouse, France Melboumne, Australia Tulsa, OK

oht £ 2015 Boeing . ANl rights reserved



N,

-

v ,'\ / ITORS
\ \\ : -
POAR RID(,L

SNazonal [ 2boratory

ESINSINMN AT

New Globalization

_AFROBLABE

HE 3D PRINTED CAR




New Globalization
i Eep-

MakerBot: Replicator

s

Lower production, inventory, & shipping costs: savings conservatively 50%

Huge efficiencies — plastic braces: used to take 13 min. to make 1, now 5 min. to make 70
Volvo engines: time to manufacture down from 36 days to 2 days, 94% gain



-Global-Local Supply Chains

"' AT RISK:
* 419% of air cargo eEironic
. Bquipment
« 37% of container trade ® °
I Footwear
« 25% of trucking |
@ Computers ® Ceramic
products
Auto parts
] @
Aircraft Plastics
parts Arms and @
Suitability o ammunition
for 3D
printing &
Furniture
@®
Apparel
@ Pharmaceuticals
@
Leather products
® o @ At and antique
Food Paper reproductions
Low
Low

Source: Pricewaterhouse Coopers (2015).

Cost of transportation

High
as a % of total producer cost



New Globalization
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Result: Localized Production & Less
Physical Supply Chain Trade

Going away:.

« Labor costs

e Supply chain management costs
* Inventory costs

Coming:

« Localized production

« Customized goods

« Smaller runs — profitable to run a small factory making custom goods

Leads to:

* Less exports of intermediates

« Less assembly jobs

« Greater variety = welfare-increasing

« More cross-border ecommerce (because consumers love variety)



Challenges to Digital Trade

Splinternet: Fragmented landscape of digital regulations; barriers
to data flows

Still steep barriers to trade in services
Digital transformation and capabilities in firms

Tradelash and Techlash
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Splinternet

% U.S. companies saying foreign data privacy rules are a problem

Large | SME | Large | SME | Large | SME | Large | SME Largel SME Largel SME Largel SME
Content Digital Finance Manufacturing Retail Other Services Wholesale

communications

B "Somewhat/Minor"

Source: International Trade Commission (2014).

M "Very substantial/Substantial




C+ Digital Capabillities

U.S. Companies Self-Assigned Grade on Digitization, by Business Area

M Excellent M Good | Fair M Poor H We Don't Do This
(A) (8) (c) (D) (F)
20% 17% 15% 15% 12%
35%
43%
46% 50% 52%
35% 33% 33%
30% 37%
s 28% 27%
7% 6% 13% 7% 11%

Customer Managing back Daily Sales Business Innovation Inboundand Demand
service and office management analytics and outbound generation,

customer functions of the business strategy logistics advertising,
interaction development marketing

t 1 !

K NEXTRADE GROUP, LLC
World trade is changing. Are you?

Source: National Center for the Middle Market and Nextrade Group (2015).



Tradelash & Techlash

Percentage change in employment share

207 W 1981-91
151 B 1991-2001
B 2001-11

Nonroutine manual Routine Nonroutine cognitive



Techlash

“In the end, every device that lightens human toil and increases
production is a boon to humanity.

It is only the period of adjustment, when machines turn workers
out of their old jobs into new ones, that we must learn to handle
them so as to reduce distress to the minimum.”

— U.S. Secretary of Labor James J. Davis, 1927




