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Trade

Civilizations die from suicide, not from murder.
—Arnold Toynbee

Market-DrivVen ECONOIMY ........oiiiiiiiiiieiiiiiiae e e e ettt e e e e eeeataa e e e e e e aeeeesennn s 2
TechNOlOgY TraNSTEr......ccoiiie e e e e e e e e e eeeanaes 2
Market DrivVeN ECONOMY .......u it e e e e e e eeaaaa s 3
(0] o0 F= 11 o o PSS 3
How Are We Doing in the Global Competition? ...........coooviviiiiiiiiiine e 4
MUIINALIONAIS ... 7
OULSOUICE WHEIe NECESSANY ...ccevvviiiiiiee e eeeieeitiiie e e ettt e e e e e e e eae e e e e e e 8
INCIEASE EXPOITS .. ettt e e e e e e e e e e ra e e e aan s 9
Supply Chain Collaboration ............coo i 10
Form Regional BUuSINESS CONSOMIUMS......ciieiiiiieeiiiieie e e eee e e e e e e 10
SUMIMBIY ..ttt e ettt e e ettt e e e e e et e e e e e et e e e e enta e e eeenba e eeennanaeeas 11

Trade is an extremely important part of our economy. Like other economic
structures, outputs and inputs must equal to retain parity. When imports exceed
exports, a trade deficit results and wealth flows out of the economy, reducing
dollars available to add value and fuel expansion and additional wealth within the
economy. When a high deficit accumulates in one country, such as China, we will
eventually lose not only manufacturing capability but political and trade
advantage. This is elementary information, but it seems everyone has a different
interpretation of our trade situation and how to deal with it. Metrics will be used to
help in gaining and sharing perspective.

Market-Driven Economy

It is the purported philosophy of the United States to promote free trade. The
concept is that all artificial barriers are removed and the road to smooth
commerce is paved with shared opportunities for everyone. Tariffs equalize the
monetary value between the participants. The effect is a two-way flow of trade.
To this extent, the United States negotiates trade agreements with different
countries that supposedly provide some level of parity. Again, the theoretical
intent is to maintain inputs and outputs within reasonable parameters.

Technology Transfer

Trade involves technology transfer as well as goods and services. A goodly
portion of the technology transferred to China was paid for by the taxpayers and
has both a commercial value to the citizens and a military value. The way we
share this technology determines our margin of safety and the degree to which
our technological advantage is wasted, as well as opportunities to profit from our
investment.
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Market Driven Economy

In a market-driven economy, all must live with the vicissitudes of supply and
demand. Consumers want low prices. Production supplies the product from the
lowest cost source, consistent with the ability to service customers and comply
with their business model. The less the consumers pay for one item, the more
they can buy. This helps to constrain inflation. It is also the key argument when
the trade deficit is discussed.

Buying low (outsourcing) and selling high (American markets) increases profit
and stockholder equity. That is what capitalism is all about. The current negative
effects are the transfer of wealth from our system into our competitors and the
loss of associated jobs. At earlier points in history, this transfer of wealth flowed
to America, creating both great wealth and a middle class.

Population

Population is a critical analysis input. As the following chart indicates, the United
States has only 4.6 percent of the world’s population. China and India have 37
percent. If every person in China and India had the same standard of living, their
total economies and resource use would be proportionate. The price and
availability of oil are key issues. While the major oil-producing countries play a
critical role in global competition, their small population keeps them off the chart.

Country Population % Cum %

Total World Population 6,446,131,400

People's Republic of China 1,306,313,812 20.3% 20.3%
India 1,080,264,388 16.8% 37.0%
European Union 457,030,418 7.1% 44.1%
United States 297,200,005 4.6% 48.7%
Indonesia 241,973,879 3.8% 52.5%
Brazil 186,112,794 2.9% 55.4%
Pakistan 162,419,946 2.5% 57.9%
Bangladesh 144,319,628 2.2% 60.1%
Russia 143,420,309 2.2% 62.3%
Nigeria 128,771,988 2.0% 64.3%
Japan 127,417,244 2.0% 66.3%
Mexico 106,202,903 1.6% 68.0%
Philippines 87,857,473 1.4% 69.3%
Vietnam 83,535,576 1.3% 70.6%
Germany 82,468,000 1.3%

Population — Source data Wikipedia

How Are We Doing in the Global Competition?
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