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Today More than Ever:
Oregon and Portland/Vancouver Depend on International Trade and Investment

Findings

Oregon, and Portland/Vancouver in particular know this first-hand: trade matters.
Declines in both exports and imports from a global recession notwithstanding,
companies and workers in the state see that growth prospects lie largely outside U.S.
borders. Sales to the more than 95 percent of the world’s customers living abroad are
the future of output and jobs in the State. In addition, access to global supply chains
that enable Oregon manufacturers and services providers to make the best products at
the lowest costs are also job-supporting. This study, which updates an earlier
assessment of the impacts of trade on Oregon and Portland/Vancouver, continues to
find that trade matters to the State more than ever:

Exporting creates output and supports jobs. Over 78,500 jobs in Oregon are directly
tied to exporting goods and services made in Oregon. One in four manufacturing
jobs in the State are export-related; the shares are as high as 60 percent for workers
in the States chemicals sector, and nearly 60 percent in the computer and
electronics sector and machinery sector. More broadly, U.S. exports and imports of
goods and services support nearly 490,000 jobs in Oregon.

+ Imports keep costs down not only for Oregon families, but also regional farmers,
manufacturers and services providers, who import raw materials, components and
machinery to support local production. Lower costs help producers and their workers
compete in highly cost conscious domestic and international markets.

« Most Oregon exporters are small businesses, and small businesses employ over
half of Oregon’s private-sector workforce.

+ Exported services as well as goods are increasingly important to the region’s
economy. For example, income from royalties, software license fees and trademarks
for Oregon-designed or —-made goods and services are growing exports for the
State. Intellectual property makes Oregon “tick,” both domestically and
internationally.

* Foreign investment in Oregon means jobs. Nearly 43,000 people work for foreign-
owned companies throughout Oregon. Subsidiaries of major foreign companies
employ thousands of workers in the Portland/Vancouver area.



* Animproving international trade environment will be a critical factor in a local
economic recovery and will play a significant role in reversing or at least slowing a
loss of jobs from the recession. Negotiations for new trade agreements, including
one that integrates the United States — and Oregon — more fully into Asian supply
chains will open new export, import and investment opportunities for Oregon
companies.

Portland has a natural advantage in the international trade economy relative to other
areas of the country due to its geographic location on the Pacific Rim, deep-water and
inland port system, international air connections and extensive road and rail
infrastructure and land availability. However, the region’s small size means itis a
transshipment point rather than an end consumer. Relative to other metropolitan areas
on the West Coast, that means local, regional and national policy makers and business
must work harder to lower costs to remain competitive with ports located in larger
economies by facilitating investments in infrastructure and tax and trade policies that
promote international trade.
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Introduction

With its location on the West Coast and home to a major port handling international
trade, it is not surprising that Oregon’s economy and workers — and the economy and
workforce of the Portland/Vancouver area — would be closely linked to the international
marketplace. The range of goods and services produced in Oregon ensures that the
importance of trade is both broad and deep. And the Portland/Vancouver area is home
to manufacturers and services providers and their employees who are actively engaged
in international trade. President Obama’s goal to double U.S. exports in five years and
expand employment by 2 million jobs will no doubt redound to the benefit of Oregon and
Portland/Vancouver area farmers, manufacturers, services producers and workers.

Trade is about more than exports, however. Imports support local production and jobs
as well. Efforts to liberalize U.S. barriers to trade will also benefit Oregon consumers,
which include not only families but also farmers, manufacturers and services providers
who are equally cost-conscious in an economic environment that requires attention to
price and tight budgets. More competitive Oregon production enables local employers to
maintain jobs in the region.

Finally, foreign investment — both in Oregon, Portland/Vancouver, and abroad —
supports output and jobs in the State. Foreign investors locate in the region to take
advantage of its talented labor force, access to resources, and proximity to global
markets.

Overall, trade and investment fuel economic growth and support employment, both
nationally and locally. They encourage resources to flow to sectors where U.S. workers
and other inputs to production shine: where they are able to produce a good or service
at a price that offers greater value to customers than the same or similar goods and
services made by others. Imports contribute as well, by making U.S. industries and their
workers more competitive through lower costs, and by increasing U.S. consumers’
buying power. More competitive industries grow faster and support higher-wage jobs.
Consumers with more income to spend fuel growth and jobs as well.



Trade and Foreign Investment Are Integral Parts of the Oregon and
Portland/Vancouver Economies

Goods and services trade and investments of international companies matters for
Oregon and Portland/Vancouver companies and their employees. Billions of dollars of
goods are exported from and imported into Oregon each year. Services exports also
total in the billions. Numerous major international companies have subsidiaries — and
North American headquarters — located in Oregon. Thousands of Oregon jobs depend
on this trade and investment.

Goods Exports

Manufacturing is an important sector in the Oregon and Portland/Vancouver
economies,’ and trade plays an important role in its growth. Goods exports (including
agricultural products) exceeded $16 billion in 2012, capping a steady recovery from the
hit taken from the global recession in 2009. Prior to the recession, exports of Oregon
goods registered impressive gains, rising at an average annual rate of 16.1 percent from
2005-2008 — faster than the 12.6 average annual growth in goods exports for the
country as a whole.? The global recession took a heavy toll on Oregon’s exports in
2009, which saw a 23 percent drop from 2008 levels, compared to a decline of 18.3
percent in 2009 for U.S. exports generally. But in 2010, Oregon’s total goods exports
leaped 20 percent, and have increased at an average rate of 1.6 percent since 2010.

Oregon's Goods Exports to the World
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Source: U.S. Census Bureau

' See Portland Business Alliance, “Portland-Metro’s Manufacturing Sector: Paying Dividends for Portland-
Metro Families,” 2012, http://www.valueofjobs.com/pdfs/manufacturing-study-FINAL-web.pdf.

® The Trade Partnership, “International Trade: A Driver of Output and Employment in Oregon and
Portland/Vancouver,” report prepared for The Portland Business Alliance, December 2010, p. 4.



Leading Exported Goods

Companies and their employees in a number of sectors benefit from Oregon’s goods
exports. Ten sectors account for 88 percent of the State’s total goods exports (see
Table 1). But nearly 40 percent of the State’s total exports come from just one sector —
computers and electronic products. Semiconductors and other components account for
three-quarters of the value of Oregon’s exports in the “computer and electronics
products” category. High-value exports in the machinery, chemical and transportation
equipment sectors share another 27 percent of total Oregon exports. Key products
within these sectors exported from the State include agricultural, construction and
industrial machinery; pesticides and fertilizers; aerospace products and parts, and motor
vehicles.

Table 1
Oregon Goods Exports, Total and by Leading Sector, 2008-2012
(Millions and Percent)

2008 2009 2010 2011 2012

Total $17,157.8 $13,289.2 $15,959.9 $16,276.6 $16,483.3
Computers & electronics 7,980.2 6,757.7 7,787.1 6,498.3 6,414.8
Machinery 1,626.4 1,136.8 1,507.9 1,556.9 1,791.8
Chemicals 1,260.5 1,023.9 1,392.3 1,729.3 1,560.8
Transportation equipment 1,480.1 739.6 826.7 916.9 1,179.1
Crops 651.6 534.1 579.1 849.2 785.5
Food products 393.6 372.3 459.2 546.6 638.5
Primary metal products 704.1 435.3 581.4 653.8 607.5
Scrap and waste 568.4 420.4 447.0 615.2 544.8
Wood products 466.9 323.9 475.8 534.0 525.7
Paper 419.5 234.6 316.0 469.2 450.1
Other sectors 1,606.5 1,310.5 1,587.4 1,907.3 1,984.7
Oregon’s Share of U.S. Total

Total 1.4% 1.4% 1.3% 1.2% 1.1%
Wood products 9.1 8.1 9.2 9.4 8.8
Forestry and logging 1.1 1.2 1.1 5.8 4.7
Leather and related products 3.7 4.4 4.5 4.3 3.8
Computers and electronics 4.3 4.3 4.1 3.3 3.2
Animal production 2.1 1.6 1.9 2.2 25
Scrap and waste 2.0 1.9 1.5 1.9 2.0
Paper 1.9 1.2 1.4 1.9 1.8
Nonmetallic mineral products 1.8 1.5 1.4 1.8 1.5
Crops 1.0 1.1 1.0 1.2 1.1

Source: The Trade Partnership from U.S. government data.



Table 1 also shows that Oregon supplies significant shares of total U.S. exports of wood
products and forestry and logging products. The State’s exports of wood products
represented about 9 percent of total U.S. wood product exports. Sawmilled wood,
veneer, plywood and engineered wood products account for most of Oregon’s exports in
this sector. In the last two years, Oregon has accounted for a growing share of total U.S.
exports of forestry and logging products, primarily timber and logs.

As noted above, the 2009 global recession had a major impact on Oregon’s exports.
Every leading sector felt the drop in demand for its goods. Since then, recovery has
been mixed. The State’s largest export sector, computers and electronics, saw sales
grow in 2010, but then contract in the last two years from a drop in semiconductor
exports as its exporters suffer from weak global demand for computers and related
products.? Chemical export trends have also been generally rising for most categories of
chemical products, especially pharmaceuticals and medicines. Even exports of the
largest category of chemicals, pesticides and fertilizers, recovered strongly after 2008,
surpassing their pre-recession levels in 2011 (but dropping in 2012). In contrast,
machinery, transportation equipment and food product exports, among others, have
snapped back to steady growth since 2009. Aerospace exports in 2012 surpassed their
2008 levels, as have exports of agriculture, construction, industrial and services
machinery, and preserves and specialty foods, in particular.

Intel is the largest private employer in Oregon. The nearly 17,000 employees at its six campuses
west of Portland in Washington County engage in all aspects of Intel’s work, including
manufacturing, research and development, and traded sector activity. Intel’s Oregon campuses
comprise its largest and most comprehensive site in the world, a global center of semiconductor
research and manufacturing. Since 1974, the company's capital investments in the State have
topped $25 billion. The investment in Oregon will increase even further with the addition of Mod |
and Mod Il at D1X, the new development fabrication facility at the Ronler Acres Campus.

What makes the consecutive-year, multi-billion-dollar investments possible? Growing exports. While
does approximately three-quarters of its semiconductor manufacturing, R&D budget, and capital
investment in the United States, more than three-quarters of Intel’s revenue comes from customers
outside the United States. As the company’s largest manufacturing site in the world, Intel’s Oregon
site is a leading producer of wafers for export. Malaysia, Costa Rica, and Vietnam, where Intel
maintains Assembly and Test Facilities, are all major export destinations for wafers produced in
Oregon.

8 Craig Stice, “Global PC Market Disappoints Due to Persistent Weak Demand, Desktops Suffer and
Ultrabooks Have Yet to Deliver,” Market Watch, IHS Electronics and Media, October 22, 2012,
http://www.isuppli.com/home-and-consumer-electronics/marketwatch/pages/global-pc-market-
disappoints-due-to-persistent-weak-demand.aspx.




Exports are vital to the output — and related employment -- of several manufacturing
sectors in Oregon, and to many of particular importance to the Portland/Vancouver
area. For manufactured goods as a whole, nearly one out of four dollars earned came
from an export sale. Table 2, which details those sectors for which exports represented
at least 10 percent of total shipments, shows that Oregon exports more than 80 percent
of the chemicals manufactured in the state, and nearly half of electrical equipment and
machinery produced in the State goes to overseas customers.

Table 2
Oregon Exports’ Share of Manufactured Goods Shipments, 2011

(Percent)
Total 23.8%
Chemicals 81.3
Electrical equipment, appliances and components 45.4
Machinery 44.2
Transportation equipment 34.9
Computers & electronics 28.9
Miscellaneous manufacturing* 20.9
Primary metal products 19.8
Plastics and rubber products 15.8
Nonmetallic mineral products 15.6
Paper products 15.2
Wood products 11.3
Fabricated metal products 10.7

* “Miscellaneous manufactures” includes a diverse range of products, such as medical
equipment and supplies, jewelry, sporting goods, toys, and office supplies.

Source: Derived from U.S. Census Bureau data.

Small- and Medium-Sized Goods Exporters

Oregon’s small and medium-sized firms (SMEs) account for the bulk of Oregon’s goods
exporters. In 2010, 90.1 percent of Oregon’s 5,103 exporters were SMEs, exporting
$5.6 billion worth of products.* These are companies with direct export shipments; it
does not include the many related SMEs who indirectly exported by selling parts or
components that were subsequently incorporated into an export shipment, for example.
Indeed, many SMEs are indirect exporters, selling inputs to larger companies who in

* Bureau of the Census, http://ita.doc.gov/td/industry/otea/edb/index.html. SMEs are defined as firms with
fewer than 500 workers.




turn export the finished product or services.’ The heavy involvement of Oregon SMEs in
trade is important to the State’s employment base because, according to the U.S. Small
Business Administration, 57 percent of Oregon’s private-sector workers are employed
by small businesses. Oregon small businesses created 81 percent of the State’s net
new jobs form 2003-2006.°

IPM Tech, Inc., is a small business based in Portland whose sales to global customers are
beginning to boom. The company developed and sells environmentally friendly pesticides. The
products have drawn the attention of customers fighting pests in agriculture and forestry
environments around the world. IPM has begun exporting these new pesticides to 14 countries,
including Australia, South Africa and, most recently, Belgium. Exports are a profitable part of the
company’s sales — and IPM provides a “case in point” about why Oregon’s chemical exports figure
so prominently among the State’s export sectors.

Key Global Markets for Goods Exports

Policy makers often note that 95 percent of the world’s consumers live outside the
United States, and Oregon exporters know this first hand. The State exports to 246
countries and territories. That said, Oregon exports are heavily focused on Asia and the
Pacific, the state’s largest regional export market, accounting for more than half of all
Oregon goods exports (see Table 3). The global recession took a huge bite out of
Oregon’s exports to Asia and the Pacific, however. While those exports had been
growing strongly -- at an average annual rate of 20.9 percent -- from 2005-2008,” trends
since 2009 have been mixed. Exports to many key markets in Asia and the Pacific in
2012 have yet to recover to — or past — their pre-recession levels.

China is Oregon’s second largest export market (after Canada). The State’s exports to
China are heavily concentrated in a few categories of products: semiconductors (42.6
percent of total Oregon exports to China in 2012), certain chemicals (11.2 percent),
scrap and waste (9.9 percent), timber and logs (4.7 percent), pulp/paperboard products
(4.3 percent) and navigation and measuring instruments (4.2 percent). These sectors
account for more than three-quarters of total State exports to China in 2012.

The heavy concentration Oregon exports to China in semiconductors is instructive. One
large focus of the export activity in Asia is a tightly knit network of computer and

® The U.S. International Trade Commission, Small and Medium-Sized Enterprises: Characteristics and
Performance, Inv. No. 332-510, USITC Pub. No. 4189, November 2011,
http://www.usitc.gov/publications/332/pub4189.pdf.

¢ Based on data for 2006, the most recent available. Small Business Administration, Office of Advocacy,
“Small Business Profile: Oregon,” 2008, http://www.sba.gov/advo/research/profiles/09or.pdf.

" The Trade Partnership, op. cit.



electronic co-production relationships. The State and its workers are an integral part of
co-production chains that have developed with producers across Asia, and in particular
China.® Like exports to China, State exports to other Asian markets are also heavily
concentrated in semiconductors, including, 89 percent of its exports to Malaysia, and 85
percent of its exports to Vietnam. Exports of Oregon-sourced semiconductors and parts
are incorporated into finished computer and electronic goods which are later imported
back into the United States (and elsewhere), with “Made in China” or “Made in Malaysia”
labels, for example.® As the Intel profile demonstrates, high-wage design and
manufacturing jobs in Oregon — semiconductor manufacturing jobs in Oregon paid on
average $124,405 in 2012, double that of manufacturing jobs generally’® — are linked to
assembly jobs outside the United States, and the value of those jobs is incorporated into
the final price of an imported computer or electronics product. The global deceleration
in demand for computers and related products had taken its toll on this supply chain.

Despite the slow-down noted above in Oregon’s exports to Asia in recent years,
individual regional bright spots can be found. Oregon’s exports to Japan have been
growing at an average annual rate of over 18 percent since 2009 due to strong growth
rates of range of key products, including semiconductors, computers,
pesticides/fertilizers, wood products, and preserved/specialty foods. Thanks primarily to
preserved and specialty foods and oilseeds and grains, exports to Korea, are up by over
19 percent a year. Exports to Vietnam, thanks to new co-production opportunities there
using semiconductors — are up by a phenomenal 150 percent per year!

® See “Role of China in Competitiveness of U.S. CE Industry,” prepared by Trade Partnership Worldwide,
LLC for the Consumer Electronics Association, 2007,
http://www.tradepartnership.com/pdf_files/2007_CEA_China_Study.pdf

° One recent study has estimated that only 4.6 percent of the value of China’s computer exports
represents Chinese value-added (the rest is foreign in origin), and just 14.9 percent of its
telecommunications equipment exports is Chinese content. See Robert Koopman, Zhi Wang, Shang-Jin
Wei, “How Much of Chinese Exports is Really Made In China? Assessing Domestic Value-Added when
Processing Trade is Pervasive,” NBER Working Paper No. 14109, Issued June 2008,
http://www.nber.org/papers/w14109.

10 Oregon Employment Department, Worksource Qualifyinfo.org, “Industry Report: NAICS 334 —
Computer and electronic manufacturing,”

http://www.qualityinfo.org/olmisj/CEP ?action=industry&indtype=N&indcode=50C313340000&areacode=0
1000000.



Top Oregon Merchandise Export Markets, 2012
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Source: The Trade Partnership from U.S. government data.

TriQuint Semiconductor designs and manufactures radio frequency solutions for the mobile
device, communications network, and defense and aerospace industries. Hillsboro serves as the
home for the company’s headquarters and Oregon foundry operations, but overseas customers
accounted for more than 75 percent of TriQuint’s sales in 2012. TriQuint’s largest customer —
responsible for more than 30 percent of sales — was iPhone manufacturer Foxconn, proving once
again that there is much more to a product than its “Made in” label.

Headquartered in East Portland, AIMCO imports and markets power tools for Japanese based
manufacturer, Uryu Seisaku, Ltd. In addition to Japan, AIMCO also imports products from a wide
variety of countries around the world. In 1999, AIMCO began manufacturing its AcraDyne line in
Oregon. AIMCO has become a leading exporter of industrial power tools used in assembly and
critical bolting applications. AIMCO currently supplies tools to over 33 countries including Mexico,
Brazil, Germany, France, Korea, China, the UK, India, Denmark and most recently in Russia. As a
total solutions provider offering the most complete portfolio in the industry, the company has set a
goal of exporting as much as it imports, and customers such as Caterpillar, Daimler, John Deere,
Nissan and Honda, as well as international distributors, provide a great opportunity to reach that
goal.

“Global demand is the most fundamental driver of our business.”
-Tamara Lundgren, President and CEO, Schnitzer Steel Industries

Schnitzer Steel Industries, headquartered in Portland, is one of the largest North American
recyclers of scrap metal. ltis also a leading provider of used and recycled auto parts and
manufactures recycled metal into finished steel products.

In 2012, nearly 80 percent of Schnitzer’s sales of recycled metals were shipped to steel
manufacturers, foundries, aluminum sheet and ingot manufacturers, copper refineries and smelters,
brass and bronze ingot manufacturers and wire and cable producers in 18 countries across the
globe. Asia continues to be a very active export destination for the company. The global market for
scrap metal is vast and dynamic. While global markets have slowed in recent years, the need for
infrastructure development in the developing world will remain steadfast.



Total

Asia and Pacific
China
Malaysia
Japan
Korea
Taiwan
Vietnam
Australia
Hong Kong
Singapore
Others

North/Central America

and Caribbean
Canada
Mexico

Costa Rica
Others

Europe
Germany

United Kingdom

France
Netherlands
Others

South America
Brazil
Colombia
Chile
Peru
Others

Africa, Middle East, Others

Israel

Shares of Oregon’s Total Goods Exports

2008
$17,157.8

9,187.8
2,461.5
1,987.9
966.2
803.7
904.7
65.8
339.7
320.0
311.6
1,026.7

4,433.0
2,842.9
789.9
718.4
81.8

2,452.2
396.4
332.9
292.0
374.3

1,056.6

456.9
289.6
441
31.8
24.9
66.5

627.9
227.3

Asia
China
North America
Canada
Europe
South America
Others

53.5%
14.3
25.8
16.6
14.3
2.7
3.7
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Table 3
Oregon Goods Exports, Total and by Leading Export Markets, 2008-2012

(Millions a

2009
$13,289.2

7,905.2
2,856.4
1,906.5
655.6
431.2
801.9
45.3
207.3
302.1
186.7
512.2

2,915.8
1,951.8
233.6
680.5
49.9

1,815.3
356.7
195.8
157.8
373.6
731.4

278.0
112.1
42.0
32.5
47.6
43.8

375.9
106.1

59.5%
21.5
21.9
14.7
13.7
2.1
2.8

nd Percent)

2010
$15,959.9

9,932.7
3,654.0
2,656.3
898.0
599.8
593.9
162.8
249.9
279.0
320.2
518.7

3,313.7
2,463.8
266.8
506.7
76.4

1,833.3
361.6
229.5
173.9
327.9
740.4

486.2
311.0
33.7
31.7
43.6
66.2

394.0
95.3

62.2%
22.9
20.8
15.4
11.5
3.0
2.5

2011
$16,276.6

9,250.5
2,918.6
2,192.8
1,054.8
652.1
549.8
233.1
353.1
279.8
387.8
628.7

3,708.2
2,795.5
310.9
501.7
100.1

2,105.8
513.4
280.6
210.6
193.5
907.7

644.4
4422
59.9
45.5
44.5
52.3

567.8
183.1

56.8%
17.9
22.8
17.2
12.9
4.0
3.5

2012
$16,483.3

8,924.6
2,179.1
1,947.5
1,061.0
716.1
637.9
572.7
421.4
402.9
360.7
625.2

4,324.2
3,055.5
374.6
799.4
94.7

2,112.5
433.9
331.7
194.6
169.3
983.0

650.5
403.7
60.5
54.1
49.2
83.0

471.5
172.4

54.1%
13.2
26.2
18.5
12.8
3.9
2.9

Countries in boldface type are U.S. free trade agreement partners with the United States. The data in bold
represent years for which the FTA was in effect.

Source: The Trade Partnership from U.S. government data.
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While Asia is Oregon’s largest regional market, Canada is currently Oregon’s single
largest export market."" In fact, exports to North American Free Trade Agreement
(NAFTA) partners Canada and Mexico were one of the consistent bright spots in the
post-recession period, increasing every year to each market. Iron and steel lead the
State’s exports to Canada (11.5 percent of total exports to Canada in 2012), followed by
agricultural and construction machinery (9.8 percent) and (finished) motor vehicles (7.3
percent). Oilseeds and grains accounted for the single largest product share of
Oregon’s exports to Mexico in 2012 (11.4 percent), followed by computer equipment
(8.8 percent) and plastic products (7.3 percent). Also important in the North American
region is U.S. Free Trade Agreement (FTA) partner Costa Rica, where exports of
semiconductors were responsible for a significant increase in Oregon’s exports in 2012.

Another growth market for Oregon goods exports is South America. Although still small
compared to Asia, growth in exports to South America averaged 54.1 percent per year
from 2005-2008,'? and 36.1 percent a year since 2009. Two FTA partners, Chile and
Peru, even increased their purchases of Oregon goods in recession year 2009, a
promising sign for the State’s exporters as those FTAs are fully implemented, lowering
still further barriers to Oregon’s exports to Chile and Peru.

Services Exports

Like the U.S. economy generally, Oregon’s economy is heavily services focused.
According to U.S. Census data, 62.8 percent of the state’s private output in 2012 came
from services sectors. Sectors producing internationally traded services (e.g., banking,
telecommunications, tourism, professional services, for example) make up as much as
one third of Oregon’s private-sector economy. Nationally, while goods exports dominate,
U.S. services exports are highly competitive internationally and consistently record trade
surpluses. For Oregon, services exports generally are about half as large as the value
of goods exports.

"' Since 2008, Canada and China have been trading places as Oregon’s leading export market. Before

the global recession, Canada was first; during and immediately after, China took the leading position.
Canada recovered its “first place” position in 2012.

' The Trade Partnership, op. cit.
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Leading Exported Services

Table 4 shows that Oregon shines in exporting technical services (e.g., royalties
received from industrial processes created by State companies; computer software;
research, development and testing services, and royalties from trademarks). Exports of
these services represented two-thirds of Oregon’s total services exports in 2012. These
are services closely tied to Oregon’s information technology industries and other very-
high-tech manufacturing producers (which are also very important to the
Portland/Vancouver region), so the State’s revenues from industrial process royalties
and other high-tech related services (e.g., R&D and testing services and trademark
royalties) benefit Oregon and Portland/Vancouver manufacturers. Travel and tourism
exports (e.g., foreign tourists visiting Oregon) and education services (foreign students
attending schools in Oregon) are also important to the region. Portland is one of 14
cities in the United States with nonstop passenger services to Europe and Asia.

Table 4
Oregon Services Exports, Total and by Leading Sector, 2008-2011
(Millions and Percent)

2008 2009 2010 2011
Total $6,725.2 $6,387.8 $7,180.8 $8,160.4
Industrial process royalties 2,236.0 2,179.8 2,511.3 3,044.8
Computer software licenses 983.1 936.9 1,020.6 1,128.5
Research, development & testing services 662.4 723.0 919.9 1,026.4
Travel services 995.1 855.0 867.1 954.9
Other transportation services 495 .1 358.4 374.0 379.8
Education 188.2 2255 273.6 304.9
Passenger fares 160.8 136.0 165.3 205.2
Royalties from trademarks 162.3 153.3 180.8 203.9
Installation, maintenance, repair of equip. 148.4 173.5 185.3 189.0
Franchise fees 51.2 50.2 74.9 71.7
Other sectors 642.6 596.1 607.8 651.2
Oregon’s Share of U.S. Total
Total 1.3% 1.3% 1.4% 1.4%
Industrial process royalties 5.9 6.3 6.8 6.9
Research, development & testing services 3.8 4.0 4.3 4.4
Computer software 3.1 3.0 2.9 2.9
Education 1.1 1.2 1.4 1.4
Installation, maintenance, repair of equip. 1.5 1.4 1.3 1.4
Franchise fees 1.1 1.2 1.6 1.3
Royalties from trademarks 1.2 1.2 1.3 1.3

Source: The Trade Partnership from U.S. government and private industry data.
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In 2011 Asiana Cargo started non-stop cargo service between Portland and Korea as well as other
important export destinations in Asia. Using Boeing 747s, Asiana is now transporting Oregon goods
to Asia, offering exporters — and importers — greater capacity and the ability to carry larger freight
than would fit in the cargo hold of a passenger plane. The service is used by Nike to ship U.S.-made
air soles to Asian factories, and by Intel to send wafers abroad for testing and assembly. Because it
offers faster delivery times than transporting cargo through less direct routes to Asia, the service
allows Oregon to export blueberries, cherries, Dungeness crab and oysters with less damage and
spoilage. In the summer of 2012, Asiana increased the number of cargo flights to accommodate the
peak-shipping season for perishable goods such as agriculture bound for Asia.

Exports of services to international markets make up a significant share of Oregon
business sales. In 2007, exports of scientific research and development services
accounted for nearly 19 percent of the sectors total revenues in that year (see Table 5).
Other services with higher-than-average revenues from exports included publishing
industries and data processing, hosting and related services providers.

Table 5
Snapshot: Oregon’s Exports of Selected Services, 2007
(Share of Total Sector Revenue)

Scientific research and development 18.6%
Publishing industries (except Internet) 4.9
Data processing, hosting & related services 3.7
Other information services 2.1
Specialized design services 1.9
Management, scientific and technology consulting 1.6
Architectural, engineering and related services 1.3
Computer systems design and related services 0.6
Legal services 0.4
Other professional, scientific & technical services 0.2
Advertising and related services 0.1
Electronic and precision equipment repair & maint. services 0.1
Accounting, tax prep., bookkeeping and payroll services nil
TOTAL of above sectors 1.9

Source: U.S. Census Bureau, 2007 Economic Census.

Key Global Markets for Services Exports

While Oregon’s goods exports are more heavily concentrated among a few key
countries, its services exports are spread more evenly across a number of foreign
markets. While four countries account for half of Oregon’s goods exports in 2012, twice
as many countries accounted for half of its services exports in 2011 (the most recent
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year currently available for services export data at the state level). Canada is Oregon’s
largest services export market; Japan and Ireland trade second places back and forth
from year to year (see Table 6). Royalties from industrial processes, and computer
software are the leading services exports.

Oregon Services Exports to World
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There are other key differences with goods exports. The single largest regional market
for Oregon’s services exports is Europe. Exports to Ireland drive that trade. However,
the post-recession decline in the economies of Europe has had a negative impact on
Oregon’s services exports to the region in recent years. While Europe accounted for
half of Oregon’s services exports in 2008, the share had dropped to 44 percent by 2011.
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The growth market for Oregon’s services exports in the post-recession period has been
Asia and the Pacific and, in particular, China. Asia’s share of the State’s services
exports has risen from 24 percent in 2008 to 29 percent in 2011, and China has grown
from just 2.9 percent of total services exports to 4.5 percent. Key services exports in
2011 were royalties from industrial processes, education and travel services.

Educating foreign students is an Oregon services “export,” and Oregon State University is at the
forefront of this trade. OSU has a large and diverse international student population of nearly 3,000.
Two-thirds are enrolled in the schools business and engineering programs. More than 1,200
students enrolled in the Fall of 2012 came from China. Other leading home countries include Saudi
Arabia, Korea, India and Japan.

Because educational services provided to foreign students are important to Oregon’s schools, a
group of educational and training organizations formed Study Oregon to connect international
students and professionals with education and training in Oregon. The members include community
colleges, public and private colleges and universities, middle/high schools, English language
schools, art institutions and colleges of Asian and naturopathic medicine. Study Oregon helps
educational institutions promote their programs, through StudyOregon.com, to students who want to
come to North America to pursue intensive English, undergraduate and/or graduate degree studies,
college preparatory studies, high school diplomas, vocational and technical training in the State.

Elemental Technologies, headquartered in Portland, provides video processing services that allow
broadcasters and other content providers to stream videos to TVs, computers, tablets, and mobile
devices. Elemental’s accolades come from all sides: Forbes ranked it 23" on its list of “America’s
Most Promising Companies,” Inc. magazine ranked it 52™ on its list of the fastest growing private
companies, and it has been cited as a “best place to work” and “most admired company” in Oregon
by the Portland Business Journal, The Oregonian, and Oregon Business.

International sales are a key driver for this growth, and no stage is too large for Elemental’s
platforms — not even the 2012 London Olympics. The BBC in the United Kingdom, Terra in Brazil,
Eurosport in France, NHK in Japan, and CTV in Canada all chose Elemental’s software to power
real-time streaming and on-demand services throughout the world. By the end of the games,
Portland-based Elemental’s software delivered an estimated 600 million streams to viewers in more
than 70 countries in North America, South America, Asia, and Europe.

The Value of Intellectual Property Trade

An important component of any FTA negotiations is enhanced protection of intellectual
property rights (IPR). These protections are important to Oregon and
Portland/Vancouver goods and services exporters. As noted in table 4, the largest
category of services exports from Oregon is license fees for industrial processes
created by Oregon companies. IP-related services exports (industrial process royalties,
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computer software licenses, R&D and testing services, and royalties from trademarks)
accounted for two-thirds of Oregon’s total services exports in 2011. Exports of all of
these services are growing strongly, reaching levels in 2011 well above their pre-
recession levels.

So IPR matters to Oregon and Portland/Vancouver companies and their workers. As a
report by the Portland Business Alliance has noted, innovation resulting from
investments in research and development and employment of workers with “science,
technology, engineering and mathematics” (STEM) training are key underpinnings of
Oregon’s economy. Forty-five percent of college-educated workers in Oregon’s
manufacturing sector have a STEM job, and 19 percent of the college-educated workers
in non-manufacturing sectors have a STEM job."

'3 Portland Business Alliance, “Portland-Metro’s Manufacturing Sector: Paying Dividends for Portland-

Metro Families,” 2012, p. 3, http://www.valueofjobs.com/pdfs/manufacturing-study-FINAL-web.pdf.




16

Table 6
Oregon Services Exports, Total and by Leading Export Markets, 2008-2011
(Millions and Percent)

2008 2009 2010 2011
Total $6,725.2 $6,387.8 $7,180.8 $8,160.5
Europe 3,394.3 3,046.6 3,132.5 3,576.6
Ireland 585.9 597.3 578.9 673.8
United Kingdom 705.3 558.6 558.6 601.3
Switzerland 373.5 350.9 412.0 476.5
Germany 445.2 382.7 371.0 411.3
Others 1,284.4 1,157.1 1,212.0 1,413.7
Asia and Pacific 1,627.8 1,656.9 2,110.4 2,374.2
Japan 553.7 556.7 665.4 675.7
China 194.9 199.3 285.6 364.8
Korea* 203.0 199.5 245.4 282.8
Taiwan 78.4 108.9 200.7 239.1
Australia 163.3 160.9 175.3 218.6
Singapore 112.5 112.4 194.5 208.2
Others 322.0 309.2 343.5 385.0
Western Hemisphere 1,422.2 1,407.6 1,625.8 1,861.3
Canada 544.5 506.7 619.7 712.5
Brazil 139.4 153.6 202.0 253.7
Mexico 226.4 207.1 223.4 241.9
Bermuda 131.8 153.5 167.7 177.3
Chile 23.5 23.0 27.7 35.8
Others 356.6 363.7 385.3 440.1
Africa, Middle East, Others 280.9 276.7 312.1 348.2

Shares of Oregon’s Total Services Exports

Europe 50.5% 47.7% 43.6% 43.8%
Ireland 8.7 9.3 8.1 8.3
Asia and Pacific 24.2 25.9 29.4 29.1
Japan 8.2 8.7 9.3 8.3
China 2.9 3.1 4.0 4.5
Western Hemisphere 21.1 22.0 22.6 22.8
Canada 8.1 7.9 8.6 8.7
Africa, Middle East, Others 4.2 4.3 4.3 4.3

Countries in boldface type are U.S. free trade agreement partners with the United States. The data in
bold represent years for which the FTA was in effect. “The Korea FTA went into effect in 2012.

Source: The Trade Partnership from U.S. government and private industry data.
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Trade Agreements

Oregon exports billions of dollars to U.S. FTA partners. In 2012, the United States had
FTAs in effect with 20 trading partners. Goods exports from the State to FTA partners
reached $5.7 billion in 2012 and accounted for more than one-third of Oregon’s exports
to the world. Products span the range, from agricultural goods and the
fertilizers/pesticides needed to grow crops, to inputs to scrap to make steel as well as
finished steel products, plus motor vehicles and industrial and agricultural machinery.
(Comparable data are not available to assess the importance of services exports to FTA
partners.)

Table 7
Oregon Goods Exports to U.S. Free Trade Agreement Partners, 2012
(Millions)
Partner (Year FTA Went Into Effect) Key Product Category Exported
Canada (1994) $3,055.5 Iron/steel
Costa Rica (2009) 799.4 Semiconductors/components
Korea (2012) 716.1 Recycled materials
Australia (2005) 421.4 Motor vehicles
Mexico (1994) 374.6 Oilseeds and grains
Singapore (2004) 360.7 Semiconductors/components
Israel (1985) 172.4 Industrial machinery
Colombia (2012) 60.5 Pesticides/fertilizer
Chile (2004) 541 Agric./construction machinery
Peru (2009) 49.2 Aerospace products, parts
Panama (2012) 29.7 Plastic products
Guatemala (2006) 25.2 Pesticides/fertilizer
Dominican Republic (2007) 14.5 Oilseeds and grains
Morocco (2006) 4.4 Dairy products
El Salvador (2006) 4.4 Oilseeds and grains
Honduras (2006) 3.8 Oilseeds and grains
Oman (2009) 3.7 Miscellaneous crops
Jordan (2001) 2.9 Agric./construction machinery
Nicaragua (2006) 2.8 Pesticides/fertilizer
Bahrain (2006) 0.9 Nav./measuring/control equip.
Total FTA Partners $5,734.6
Share of Oregon’s Goods Exports to World 34.8%

Source: The Trade Partnership from U.S. government data.
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Oregon goods and services companies and their workers thus have a huge stake in the
outcome of a number of pending trade agreements. By breaking down foreign barriers to
exports of Oregon goods and services, they hold the potential to increase export sales. As
export-related output grows, employment could expand as well." Oregon companies and
workers also have a big stake in keeping trade — both exports and imports — flowing smoothly
for products for which local producers provide inputs to the production of another finished
good. Trade agreements that lower U.S. barriers to imports can also thereby better incorporate
Oregon producers into these global supply chains.

Two sets of regional FTAs are in the pipeline for negotiation. The Trans-Pacific
Partnership (TPP) negotiations are focused on markets of particular importance to
Oregon: deepening already-existing FTAs with TPP participants (Australia, Canada,
Mexico, Chile, Peru and Singapore), and forging new trade relationships with TPP
participants with which the United States does not currently have FTAs (Brunei,
Malaysia, New Zealand, and Vietnam). Three potential TPP partners are already
significant export markets for Oregon goods (Table 8).

The European Union could also grow in importance as a market for Oregon firms as a
result of negotiations for a Transatlantic Trade and Investment Partnership Agreement
(TTIP), launched in 2013. This agreement has the potential to address several
regulatory barriers to U.S. exports to the EU, making it easier to export Oregon-made
goods there in greater volumes.

Table 8
Oregon Goods Exports to New Potential U.S. Free Trade Agreement Partners, 2012
(Millions)
Partner (Pending FTA) Key Product Category Exported
Malaysia (TPP) $1,947.5 Semiconductors/components
Japan (TPP) 1,061.0 Pesticides/fertilizers
Vietnam (TPP) 572.7 Semiconductors/components
New Zealand (TPP) 41.0 Motor vehicles
Brunei (TPP) 0.2 Specialty foods
EU-27 (TTIP) 1,804.4 Aerospace products/parts
Semiconductors/components
Computers

Navigation/measuring/control inst.

Source: The Trade Partnership from U.S. government data.

"In an economy facing high unemployment, a sufficient expansion of output would eventually necessitate
the hiring of more workers; in an economy characterized by relatively full employment, worker wages
would increase, but not the number of jobs.
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Exports and Jobs

Exports support employment in Oregon. Table 9 shows that nearly 50,000 Oregon jobs
are estimated to be directly related to the State’s exports of 2012 goods to world
markets, representing 23 percent of total goods employment in the State. Nearly
29,000 services jobs in Oregon are estimated to be directly related to the State’s
services exports in 2011, the most recent year currently available. In addition,
thousands of jobs, both in the State and in other U.S. states, are indirectly related to
Oregon’s goods and services exports.

Table 9
Employment Supported by Oregon’s Exports

2012
Number of Share of
Jobs State Total
Total jobs in Oregon directly related to
Oregon’s goods exports 49,941 22.7%
Manufacturing exports 43,824 25.6
Computer and electronic product exports 21,056 57.0
Machinery exports 6,272 57.3
Transportation equipment exports 2,819 25.3
Chemical exports 2,142 59.9
Other manufacturing exports 11,536 10.6
Crop exports 4,721 18.2
Other animal-, fishing- and forestry-related exports 744 7.5
Other goods exports 652
Total indirect jobs related to direct goods
exports from Oregon™ 52,247 -
2011
Total jobs in Oregon directly related to Oregon’s
services exports 28,600 -
Total indirect jobs related to direct services exports
from Oregon™ 30,059 -

* Other jobs in Oregon and throughout the United States indirectly related to goods and services
exports from Oregon; indirect jobs related to direct services exports are for 2011.
** Services jobs data are for 2011, the most recent year available.

Source: The Trade Partnership from U.S. government data.
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The fact that these jobs are concentrated in the manufacturing sector is significant. In
particular, employment growth in the semiconductor industry sector, such a key
employer in the Portland metro area, has been growing strongly in recent years'® and
clearly demand from foreign markets for exports from Oregon has been a factor.
Manufacturing industries provide family-wage jobs for workers from a variety of
backgrounds, including non-white workers and those who do not have post-secondary
education.®

Studies that focus on the impact on wages of workers at exporting firms relative to other
firms have concluded that export-related jobs pay more. The most recent of these
concluded that export-related jobs pay on average across all industries 18 percent more
than non-exporting jobs."” The export earnings for blue-collar workers is about 20
percent greater than that for white-collar workers. The wage premia are higher in
sectors of importance to Oregon: machinery, computers, and transportation equipment
in particular. Wages of blue-collar workers in chemical companies that export are 19.8
percent higher than those in chemical companies that do not export; 39.9 percent higher
in machinery exporters, 38.8 percent higher in computer companies that export, and
28.7 percent higher in transportation equipment companies that export. The wage
premia for white-collar workers in those sectors are also higher for exporters compared
to non-exporters: 16.1 percent for chemicals, 31.5 percent for machinery exporters,
30.7 percent for computer manufacturers and 23.1 percent for transportation equipment
exporters.

'* Portland Business Alliance, op. cit., p. 6.
' Ibid., p. 6.

' David Riker, “Do Jobs In Export Industries Still Pay More? And Why?,” Office of Competition and
Economic Analysis, Industry Analysis, Manufacturing and Services Economics Brief, July 2010.
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How Oregon Workers Benefit from Trade

Designing, making and moving goods both out of and into the United States generate billions of dollars
in Oregon output, and hundreds of thousands of employees are needed to generate that output. The
contribution to jobs of exporting is well recognized. Workers at Oregon manufacturing plants or services
providers design a product or service, and produce it. Someone is hired to advertise it, perhaps still
others to sell it to foreign customers. Truckers, rail workers, and workers on ships or with air cargo
companies transport goods to ports and, ultimately, to foreign customers. Workers at hotels, restaurants
and parks and other vacation venues sell services to foreign visitors. Teachers educate foreign students
in Oregon schools and universities. These are all jobs related to exports.

Jobs associated with imports are less well recognized but no less significant. Oregon-based workers
may design a product and work with foreign companies to manufacture it. When it is imported, workers
at the Portland and Vancouver ports unload it from ships, truckers move it to warehouses, and
warehouse workers send it to Oregon manufacturers or retailers. Other workers advertise and finance
the product. Overall, jobs across a range of industries and sectors exist because of trade.

In addition, increases in economic activity, including activity stemming from greater consumer
purchasing power fuels still more job-supporting spending and investment.

Taking all these avenues for job creation into account, U.S. trade in 2011 — exports from and imports
into the United States of goods and services — are estimated to have supported nearly 490,000 jobs in
Oregon.*

* Business Roundtable, “How Oregon’s Economy Benefits from International Trade and Investment,” 2013,
http://tradebenefitsamerica.org/sites/default/files/BRT-State-Study_Oregon_0.pdf.

Oregon and the Global Integrated Supply Chain

More than ever before, Oregon companies and their workers are part of an integrated
global supply chain. They export goods and services to foreign customers who
manufacture finished products from those Oregon inputs. Thanks to lower
transportation costs, reductions in tariff and non-tariff trade barriers around the world
mandated by the Uruguay Round and various free trade agreements, and the Internet,
among other factors, these supply chains have grown quite large and specialized. For
example, U.S. (and Oregon) electronics parts and components (and design) are often
exported to Japan, Hong Kong Korea and Taiwan, where they are partially assembled,
and then shipped to China for final assembly before being exported back to the United
States. Recent research has found that 8.3 percent of the value of U.S. imports reflects
U.S. content.’® The share is higher for imports from Asia, Oregon’s chief export market,

'® U.S. International Trade Commission, The Economic Effects of Significant U.S. Import Restraints,
Seventh Update 2011, Inv. No. 332-325, August 2011, Table 3.3.
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where 30.1 percent of value of U.S. imports reflects U.S. content.’® And 63.0 percent of
the value of U.S. electronics imports from Asia reflects U.S. value.?®

Imports of raw materials into Oregon also benefit the State and its workers. Contrary to
popular belief, nearly two-thirds of Oregon’s imports are not finished consumer goods,
but instead raw materials, components and machinery and equipment used by U.S.
farmers, manufacturers and others (Table 10). These non-consumer goods are used to
grow crops or make other products in Oregon. They may include highly specialized
equipment unavailable from U.S. sources, or raw materials that are lower-cost than
similar U.S. products. As such, imports enable regional manufacturers or services
providers and their employees to compete for sales to increasingly cost-conscious
consumers in global as well as national and local markets.

Table 10
Oregon Goods Imports, Total and by Major Sector, 2012
(Millions)
Share of
Value Total Imports
Total* $16,082.3 100.0%
Finished consumer goods 5,585.3 34.7
Non-consumer goods 10,497.0 65.3
Raw materials 301.4 1.9
Waste & scrap 114.6 0.7
Processed raw materials & components 6,946.7 43.2
Iron & steel ferroalloys 936.2 5.8
Pesticides, fertilizers 868.8 54
Semiconductors, other components 848.1 5.3
Machinery and industrial equipment 3,248.8 20.2
Industrial machinery 1,514.6 9.4

* Total excludes used/second-hand merchandise, goods returned, and special classification
provisions, neosi.

Source: Estimated from U.S. Census Bureau data following methodology described in Trade
Partnership Worldwide, LLC, Imports Work for America (Washington, DC: May 2013),
Tables 12 and 13.

" Ibid.

2 Ibid.
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Totem Steel, based in Columbia Square building in Portland, is a steel and forest products
trading company. Founded in 1998, the company primarily supplies flat-rolled steel products to
American and Canadian manufacturers of niche products like residential HYAC equipment,
metal buildings, entry and garage doors, metal furniture and shelving, steel drums, and coil
tubing for the energy sector.

Totem Steel helps keep costs low for these domestic manufacturers by sourcing from steel mills
around the world. These include not only American steel mills, but also those in China, India,
Taiwan, Korea, Indonesia, Brazil, and Mexico.

ShedRain, a third-generation family-owned small business based in Portland, designs
innovative umbrellas which it largely manufactures in China and imports for sale at a range of
retail formats. Its umbrellas can be found at high-end retailers like Saks and Neiman Marcus,
or by the checkout counter at drug stores. It also specializes in “private label” umbrellas,
printing other companies’ brands on its umbrellas (e.g., for Gap, Kate Spade and Victoria’'s
Secret). ShedRain’s five-year growth strategy includes selling into key international markets,
including the United Kingdom, France and Germany.

ShedRain’s 52 employees in Portland design and create the umbrellas, which include such
innovative products as its new “WalkSafe” line of reflective umbrellas. ShedRain captures the
best of all worlds: innovative talent from Portland, competitive supply chain production, and
sales to customers across the income spectrum in the United States and, soon, internationally
as well.

Foreign Investment

Foreign investment in Oregon also contributes to the region’s economy and job base. In
2010 (the most recent year for which full data are available), affiliates of foreign firms
employed 42,600 workers in Oregon. Subsidiaries of foreign owned firms engaged in
manufacturing in Oregon employed 30 percent of total employment of foreign firms in
Oregon. Foreign investors employed 3 percent of the private sector workforce in
Oregon.

Leading Foreign Firms Located in the Portland/Vancouver Region

Adidas Salomon, N.A. Inc. (footwear, Germany)
Akzo Nobel Coatings, Inc. (chemicals, Netherlands)
Daimler Trucks N.A. (Heavy-duty truck production, Germany)
Glaxosmithkline (pharmaceuticals, U.K.)

Iberdrola Renewables (wind power manufacturer, Spain)
Oldcastle Precast Enclosures, Inc. (precast products, Ireland)
Sodexo (food service provider, France)

SolarWorld Industries America (solar cell and wafer manufacturer, Germany)
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Portland is home to adidas America, the U.S. headquarters of Germany’s adidas Group. The
company was “born” in 1993 by combining adidas USA and Sports Inc., a company formed by
former Nike Vice President Rob Strasser. Today, more than 900 employees work in a variety of
high-paying positions: design, operations, information technology, finance, marketing, sales, and
human resources for example. The Portland headquarters is the location of one of adida’s two global
innovation teams focusing on performance footwear, apparel and hardware innovation. adidas joins
a growing number of athletic footwear and apparel producers in the area, benefiting from a large
pool of talented workers in the Portland are who specialize in the unique production requirements of
this growing industry cluster.

Daimler Trucks North America, in Portland, produces and sells medium- and heavy-duty trucks
under the Freightliner, Western Star and Thomas Built buses nameplates. The company began
operations in Portland in the late 1930s, as Consolidated Freightways, and then in the 1940s as
Freightliner Corp. Daimler-Benz AG purchased Freighliner in 1981. Daimler Trucks’ Portland
operations include not only its corporate headquarters, but also a major truck manufacturing facility
and a first-of-its kind wind tunnel designed exclusively for testing full-size commercial vehicles. Like
other Portland-area companies, Daimler Trucks produces locally and exports globally; it is the
leading exporter of heavy equipment in North America.

Portland/Vancouver and Trade

Greater Portland is the largest metropolitan economy in Oregon, accounting for two-
thirds of the State’s economy in 2010.%" [l think we can use Moody’s data for 2011 or
2012 here if you'd like] Trade plays a key role in the health of the Portland area.
Strategically located on the West Coast with easy access to markets along the Pacific
Rim, in particular, it also benefits from strong transportation, warehousing and logistics
infrastructure, which give it competitive access to fast-growing international markets. A
Brookings report that examined the role of exports in the Portland/Vancouver/Hillsboro
region noted that the area exported 18.2 percent of its output in 2010, the third highest
share in the country.? It also experienced the third fastest growth rate in exports of the
largest 100 metropolitan areas over the 2003-2008 period. The highest contributing
industry was computers and electronics.

To enable local companies to take fuller advantage of international market opportunities,
a number of initiatives are under way. The City of Portland is identifying target foreign
markets for goods and services produced by key industry clusters. Local government

# The Brookings Institution, “Greater Portland Export Plan, Metro Export Initiative,” Brookings-
Rockefeller Project on State and Metropolitan Innovation, Metropolitan Policy Program, 2012.

2 Brookings Institution, “Portland-Vancouver-Hillsboro, OR-WA,” Export Nation 2012,
http://www.brookings.edu/~/media/Research/Files/Reports/2012/3/08exports/profiles/metros/Portland_OR
.pdf.
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officials are prioritizing international business development, leading trade missions to
Asia and Europe, and to help local companies participate in trade shows and trade
missions. The region is also partnering with the Brookings Institution and The
Rockefeller Foundation on the “Greater Portland Export Initiative” with a goal of doubling
exports in five years (see Box).

Greater Portland Metropolitan Export Initiative

Because of the importance of trade to the region, in 2011, the Brookings Institution and The
Rockefeller Foundation selected Portland as one of four metro areas in the United States to
participate in a pilot “Metropolitan Export Initiative.” The goals of the Initiative are to help local
companies in key sectors access global markets and create new local jobs related to exports. The
Office of the Mayor, the Portland Development Commission, Greater Portland Inc, the Portland
Business Alliance, the Port of Portland, Business Oregon, and other regional stakeholders joined
with Brookings to develop the Initiative after a year of deep study of the region’s strengths and
needs. The Initiative is designed to provide targeted, integrated export-related services and
strategies to help the Portland region better connect its firms to global customers.

The Initiative calls for four activities. First, help a larger number of local companies to become
indirect exporters by joining the supply chain of the region’s largest export sector, computers and
electronics; keep that sector healthy and exporting strongly, and channel more of its exports through
the Ports of Portland and Vancouver. Second, help a group of mid- to large-sized advanced
manufacturing sector companies to export by working closely with them to identify foreign market
opportunities and government resources available to help them access those markets, participate in
trade missions, and provide mentoring services. Third, help small and medium-sized businesses to
export more by, for example, coordinating export services, improving market intelligence, and
providing information on export opportunities. Finally, maximize the region’s visibility in international
markets through international branding and marketing of the industry clusters that are distinctive to
the Portland region, starting with clean technology in particular (renewable energy, environmental
services, recycling and green building services). Greater Portland Inc will coordinate all of this
activity. Brookings will assist with measuring progress by collecting and reporting export data.

The Ports of Portland and Vancouver are of course integral to Oregon’s participation in
global supply chains. They process significant quantities of trade into and out of the
United States (see Table 11). The Port of Portland is the leading automobile import port
in the Pacific Northwest. Motor vehicles and parts accounted for 62 percent of the value
of imports coming into the port in 2012 (and about 10 percent of the volume through the
Port of Portland, based on tonnage, 2011%).

8 Department of the Army, Corps of Engineers, Institute for Water Resources, Waterborne Commerce of
the United States, Calendar Year 2011, Part 4-Waterways and Harbors, Pacific Coast, Alaska and
Hawaii, IWR-VCUS-11-4, http://www.navagationdatacenter.us/wcsc/pdf/wcuspacii.pdf.




Table 11
U.S. Trade through the Ports of Portland and Vancouver, 2008-2012
(Millions)
2008 2009

Total Exports $9,393.0 $7,105.1
Cereals (primarily wheat) 3,854.5 2,154.5
Electric machinery, sound

equip., TV equip., parts 782.8 1,378.8
Fertilizers 821.5 564.8
Ores, slag, ash (primarily copper) 624.3 477.8
Oilseeds, grains (primarily soybeans)  179.1 230.5
Other products 3,130.8 2,298.7
Total Imports $14,043.1 $9,081.1
Motor vehicles & parts 8,787.1 5,212.0
Iron or steel 944.7 149.3
Machinery & parts 605.2 557.0
Steel products 393.6 392.7
Chemicals 540.5 357.2
Electric machinery, sound equip.,

TV equip., parts 401.1 779.7
Other products 2,370.9 1,633.2

Source: U.S. Census Bureau
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2010
$7,772.4
2,294.0

1,235.9
872.2
678.0
538.7

2,153.6

$9,904.4
6,128.9
521.1
415.4
238.8
354.6

386.4
1,859.2

2011
$9,002.2
3,325.8

894.5
1,055.5
685.5
389.4
2,651.5

$9,749.4
5,256.5
658.6
588.1
409.2
360.2

534.9
1,941.9

2012
$9,161.7
2,207 1

1,812.6
769.5
765.2
663.6

2,943.7

$10,820.0
6,686.8
673.6
535.1
375.0
347.7

301.1
1,900.7

Port trade is handled by companies and workers operating around the clock and knit
together into a network of ocean shippers, transcontinental railways and truckers, river
barging along the Columbia/Snake river system, and international airports. Based on
recent studies of the job impacts of that activity in 2011 in the Port of Portland, we
estimate that trade supported more than 7,400 direct and indirect jobs in the Portland
metropolitan region and the States of Oregon and Washington.?* Similarly, we estimate

2% Derived from Martin Associates, “The Local and Regional Economic Impacts of the Portland Harbor,
2011,” prepared for the Port of Portland, February 20, 2012. The job estimates in the Martin Associates
study are for port “activity.” Some of that activity is associated with domestic, not international, trade (the
movement of goods from one U.S. entity (seller) to another U.S. entity (purchaser), rather than to an
international destination). The study did not distinguish between domestic and international activity. To
do so, we used a breakdown in port imports, exports and domestic movement, based on tonnage in 2011
for the Port of Portland from the Army Corp of Engineers. See Army, op. cit. From that publication, we
know that 68.6 percent of tonnage moving through the Port of Portland in 2011 was trade (imports or
exports). We applied that share to the jobs estimates in the Martin Associates study (also based on
volumes of trade) for direct jobs. We then applied the indirect and induced jobs multipliers in that study to

get the total job impact from trade through the Port of Portland.
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that activity in 2010 through the Port of Vancouver in turn supported more than 1,700
direct and indirect jobs in the Vancouver region.?®

The global recession dealt the ports a heavy blow, but trade through the ports is
recovering. While not yet at its pre-recession levels, exports out of the Ports of Portland
and Vancouver have been increasing at a healthy annual rate of 9 percent since 2009.
Imports into the ports have been growing at an average annual rate of 6.2 percent. The
most recent forecasts suggest that commaodity trade, in particular exports of dry bulk
commodities like grain, minerals, ores and other such commodities, is expected to
increase significantly through the Pacific Northwest ports, including Portland/Vancouver,
placing increased pressures on the ground transportation services — particularly rail --
linking customers to those ports.*

http://www.portofportland.com/PDFPOP/Trade_Trans_Studies_ Ecnmc_Impact_2011.pdf, and
Department of the Army, op. cit.

?® See note above; however, similar data for the Port of Vancouver are not available from the Army Corps
of Engineers, so we used the same ratio (68.6) for Portland. Martin Associates, “The Local and Regional
Economic Impacts of the Vancouver Harbor,” Prepared for the Port of Vancouver USA, August 10, 2011,
http://www.portvanusa.com/assets/POVMARINEIMPACTS2010.pdf.

%6 See for example City of Portland, Oregon, Bureau of Planning and Sustainability, “North Portland Rail
Analysis, Summary of Existing Studies,” undated, http://www.portlandoregon.gov/bps/article/397943.
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Bulk Commodity Trade

Bulk commodity trade through Oregon’s ports is particularly important to the State’s economy and to
jobs. Commodity exports are particularly significant, accounting for more than half of the total value
of exports out of the Portland/Vancouver ports. Wheat is the largest export product out of the ports,
accounting for nearly a quarter of total exports based on value in 2012, and over 47 percent of the
volume in 2011. Portland is the largest wheat export gateway in the nation and third largest grain
export region in the world. Other key exports include soda ash and potash, copper and soybeans.
Bulk commodity trade accounts for perhaps half of the direct jobs linked to port activity.

Leading Commodity Products Trade through Portland/Vancouver Ports, 2008-2012
(Millions and Percent)

Exports 2008 2009 2010 2011 2012
Wheat $3,585.7 $2,039.0 $2,268.1 $3,275.1 $2,160.5
Potash 815.0 562.2 866.7 1,055.5 768.1
Copper 610.2 4731 674.7 669.5 713.8
Soda Ash 380.8 312.4 348.2 446.6 566.8
Soybeans 32.8 102.3 430.5 186.7 437.3
Seeds 66.5 53.6 73.0 113.2 118.5
Total leading commodities 5,491.0 3,542.7 4,661.1 5,746.6 4,765.0
Share of total exports thru the Ports  58.5% 49.9% 60.0% 63.8% 52.0%

Imports
Titanium 6.9 12.6 0.7 7.7 20.4
Cement 30.7 16.7 15.6 17.1 17.0
Soybeans 1.9 8.3 4.0 4.3 10.0
Raw sugar 0.1 0 1.9 5.3 8.2
Cobalt 0 0 5.9 7.0 6.1
Seeds 2.6 2.8 1.9 3.0 41
Gypsum 0.1 nil 2.8 3.4 3.5
Aluminum 9.5 0.8 16.8 16.1 3.3
Total leading commodities 51.8 41.1 49.6 63.9 72.5
Share of total imports thru Ports 0.4% 0.5% 0.5% 0.7% 0.7%

Source: Census Bureau

Columbia Grain, Inc. is a leading grain exporter. Located in Portland since 1978, it purchases
wheat, corn and soybeans from over 5,000 producers and sells this grain to all major U.S. domestic
markets and 30 foreign countries. The 43-acre facility at Terminal 5 in the Port of Portland is the
company’s primary gateway for export shipments. On top of the $18 million it has already spent on
capital improvements, technological upgrades and facility enhancements, Columbia Grain plans
expansion to meet customer demand and will improve the existing grain elevator by constructing
new storage, cleaning, transporting and inventory management systems inside the leasehold. The
terminal expansion investment — approximately $40 million —demonstrates Columbia Grain’s
commitment to the Port.

Commodity trade through the ports is expected to grow. For example, the Port of Vancouver has
plans to increase potash exports, and is considering a proposal to export crude oil. Other ports, both
upriver and downriver from Portland, have either recently completed or are proposing bulk export
terminals. For example, the Port of Longview is the site of a recently opened grain export facility.
Newly-dredged, deep draft berths coupled with new rail infrastructure have increased these ports’
opportunities to handle more commodity trade.
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Conclusions

Oregon and the Portland/Vancouver area have a lot at stake in the global marketplace,
which supports thousands of jobs in the region. Employers large and small profit from
sales of “Made in Oregon” goods and services throughout the world, while Oregon
farmers, manufacturers, service providers, and families all benefit from the lower costs
associated with imported products. Foreign investments support tens of thousands of
jobs more, often in high-paying manufacturing and services jobs.

Oregon and the Portland/Vancouver region enjoy a significant natural advantage in
international trade due to their position on the Pacific Rim, extensive infrastructure and
land availability. However, the region’s success as an international competitor is not a
foregone conclusion in coming years. Other ports, states and nations are investing
heavily in improved transportation facilities, making land available and implementing
public policies to promote their competitiveness in attracting international trade and
employment.

To remain competitive and potentially even increase the advantages the region derives
from international trade, the following public policy recommendations need to be
considered:

+ Federal, state and local policies, laws and regulations should aim to support
investments in marine, rail and highway freight facilities to enable manufacturing
exporters to grow. For example, Superfund regulations should allow ports to
pursue cost-effective clean up while simultaneously enabling ports to develop
facilities. The Army Corps of Engineers should be adequately funded to ensure
maintenance dredging occurs regularly and does not disrupt shipping operations.

+ U.S. and state government officials should work with Oregon companies to
actively engage in trade policy initiatives that will increase trade — both exports
and imports -- by opening markets to exports of both goods and services,
enabling Oregon manufacturers and services providers to take full advantage of
global platforms for production, and protecting U.S. intellectual property and
investments abroad. For example, a successful conclusion to negotiations for a
Trans-Pacific Partnership (TPP) agreement would reduce the costs not only of
Oregon’s exports to 11 key markets, many in Asia, but it would also reduce intra-
regional barriers to trade that would lower costs within global supply chains so
important to Oregon companies.

« Adopt national, state and local tax policies that enable U.S. companies to remain
competitive internationally. It is no secret that the U.S. tax code unnecessarily
burdens U.S. — and Oregon — companies, forcing many to pursue trade and
investment strategies dictated by the need to save on taxes. Such outcomes
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may dissuade companies from increasing activities in the United States or in
Oregon, to the disadvantage of workers in the State.



31

Appendix A
About the Data

This report draws its export data for goods and services from The Trade Partnership’s
CDxports database. Using U.S. government export data as a starting point, the
database refines and further details those data to estimate merchandise exports to more
than 230 countries from states and Congressional districts. It details exports for 104
sectors for 2002 — 2012. The Trade Partnership has also estimated the actual source of
commodity agricultural goods exports, which in the Census data are more often than not
attributed to states that did not actually grow the commodities.?” Because the
agricultural data in CDxports differ from those published by Census, total state exports
in CDxports do not match those reported by Census.

CDxports also provides state-level (and Congressional district level) exports of services.
These data are not available from any other source. The data cover 35 major trading
partners plus the European Union, and six geographic regions. Data for nine services
categories and 22 services subcategories are available for 2006-2011. (Data for 2012
will not be available until after October, 2013.)

The Trade Partnership’s estimates (in Table 9) of the number of state-level jobs directly
and indirectly related to services and merchandise exports from its CDxjobs database
were also included in this report. Those estimates were derived from the CDxports
database. Product coverage and annual availability are identical. CDxjobs derives its
estimates of direct and indirect jobs tied to the exports from a given state or
Congressional district using domestic employment requirement tables from the U.S.
Bureau of Labor Statistics. Direct jobs are assumed to be located in the state or district,
while indirect jobs may be located throughout the United States.

A detailed explanation of the methodology used to estimate U.S. exports and jobs
related to those exports can be found at
http://www.tradepartnership.com/pdf_files/CDx%20Methodology.pdf.

The box on page 21 provides another view of the employment in Oregon related to
trade. In this instance, we are reporting the total (direct and indirect) plus other

" Census acknowledges this issue. In a discussion of their state-level export data, under a section

entitled “Known limitations in Uses of the Data, Exports” Census says “In certain cases, the export origin
of movement does not reflect the transportation origin. Specifically whenever shipments are consolidated,
the state will reflect the consolidation point rather than the origin of movement. This effect is particularly
noticeable for agricultural shipments. For these shipments intermediaries located in inland states are
shipping agricultural commodities down the Mississippi River for export from the port of New Orleans. In
this case, the state reflects Louisiana, the state where the port of New Orleans is located, as the state of
origin of movement. The states in which the commodities were grown and originally shipped are lost.”
http://www.census.gov/foreign-trade/aip/elom.html#limitations.
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(consumer-generated) jobs in Oregon related to national exports of goods and services.
This jobs estimate is a fuller assessment of the trade-employment impact in Oregon. As
direct and indirect trade-related jobs expand (high unemployment case) and/or worker
income grows (low unemployment case), U.S. consumer spending grows and that, in
turn, supports still more jobs in non-traded goods and services sectors of the economy.
This dynamic happens in the cases of goods exports as well as services exports.

More controversial in the public dialogue has been the impacts of imports. In some
instances, imports can replace U.S. production, at which point U.S. production and U.S.
employment directly linked to that production decline. This is a direct negative impact on
competing U.S. firms and workers. However, as is the case with exports, there are
important indirect effects at play as well. They are not as obvious as imports replacing
U.S. production, yet they are critical to the overall analysis. For example, jobs
associated with bringing imports to their ultimate customer may increase with as imports
expand— from the dockworkers to the truckers to the warehouse operators to retailers,
among others. In addition, the lower cost of imported goods that are raw materials or
machinery or other inputs to U.S. production can make U.S. farmers, manufacturers or
services providers more competitive in global markets, helping to increase exports. This
effect is uneven, as some sectors benefit more than others from access to lower-cost
inputs. Finally, if imported goods and services are consumer products that cost less
than competing U.S. goods, the savings consumers experience enable them to spend
more on other goods and services (which creates new jobs or boosts income) or to save
more (which lowers interest rates). In total, the job effects of imports are not necessarily
a net negative. In fact, a recent assessment of the total impacts on jobs of U.S. imports
found tgsat imports in 2011 supported a net positive number of U.S. jobs, exceeding 16
million.

To accurately and fully measure the net effects of all these channels of change, one
must work through detailed data on production, trade and consumption. The ripple
effects — greater production in export-intensive industries, lower production costs from
competitively priced imports, and greater consumer income available to spend or save —
have the potential to make the U.S. economy more efficient and workers more
productive, boosting their incomes. These effects need to be balanced against the direct
competition that imports place on U.S. jobs. Where the net effects are positive, they can
increase U.S. GDP — the economy can generate and consume more goods and
services at lower cost, even after accounting for any losses in U.S. production stemming
from import competition.

Estimating the impact of trade therefore is a complicated exercise because of all of the
moving parts involved. To catch the interactions that make up the economy, one needs

* Laura M. Baughman and Joseph Francois, Imports Work for America, May 2013,
http://www.tradepartnership.com/pdf_files/Imports%20Study%20May%202013.pdf.
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to resort to a multi-sector approach. In technical terms, a tool that meets this set of
requirements is called a “computable general equilibrium” or CGE model. CGE models
permit us to sort out many of the simultaneous and sometimes conflicting effects of
trade to arrive at a net impact assessment. For this reason, we worked with a CGE
model to estimate the impacts of U.S. trade in 2011. That assessment found that U.S.
trade supported a net number of jobs of nearly 490,000.%°

? Business Roundtable, “How Oregon’s Economy Benefits from International Trade and Investment,”
2013, http://tradebenefitsamerica.org/sites/default/files/BRT-State-Study_Oregon_0.pdf.



