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International Trade: A Driver of Output and Employment in Oregon and
Portland/Vancouver

Findings

Few subjects are as controversial — and misunderstood — today as international trade. A
thorough analysis of the impacts of trade on Oregon and the Portland/Vancouver region
makes one conclusion abundantly clear: trade — both exports and imports — has been
good for the region’s economy and jobs. Notably,

* Exporting creates output and supports jobs. Over 100,000 jobs in Oregon are tied to
exporting manufactured goods alone. Oregon manufacturers and their workers
depend on foreign customers for one in four dollars of sales and a quarter of the
sector’s jobs. Export-dependence is higher for several key State sectors: more than
half of the State’s shipments of chemicals and 45 percent of its sales of machinery,
for example, were sold to customers outside the United States.

+ 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, Portland’s architectural and engineering firms are translating
Portland’s reputation for incorporating values like sustainability, environmental
sensitivity and renewable energy into success on the international stage.

* Foreign investment in Oregon means jobs. More than 44,000 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 could play a significant role in reversing or at least slowing a
loss of jobs from Multnomah County. Early 2010 export figures show strong growth
in trade. Evidence indicates that increased international trade increases wages for all
workers in the industry, not just those working for firms directly involved in trade,
helping address the state’s below-average median income.



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.



International Trade: A Driver of Output and Employment in Oregon and
Portland/Vancouver

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. A recent study
found that total trade — exports and imports of goods and services — in 2008 supported
38 million jobs, more than one in five jobs in the United States, and more than 286,000
in Oregon.”

1 Laura M. Baughman and Joseph F. Francois, Trade and American Jobs, The Impact of Trade on
U.S. and State-Level Employment: An Update, prepared by Trade Partnership Worldwide, LLC for the
Business Roundtable, July 2010,

http://www.tradepartnership.com/pdf files/Trade and_American_Jobs7.2010.pdf.




Trade Is an Integral Part of the Oregon and Portland/Vancouver Economies

Trade matters for Oregon and Portland/Vancouver companies and their employees.
Merchandise exports exceeded $19 billion in 2008, before the global recession hit. 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 merchandise 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 18.0 percent in 2009 for U.S. exports generally.? But
data for the first eight months 2010 suggest that the growth trend has resumed.
Oregon’s total merchandise exports leaped 29 percent from January-August 2010
compared to the same period in 2009.

Oregon's Exports to the World
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Leading Exported Merchandise Products

2 It is important to note another contributor to lower volumes of exports from Oregon in 2009 and 2010: a
shortage of shipping containers on the West Coast. The economic downturn led global marine shipping
companies to take roughly 13 percent of the global fleet and their containers, out of service. See U.S.
International Trade Commission, Small and Medium-Sized Enterprises: U.S. and EU Export Activities,
and Barriers and Opportunities Experienced by U.S. Firms, Inv. No. 332-509, USITC Pub 4169, July
2010, http://www.usitc.gov/publications/332/pub4169.pdf. Compounding the absolute reduction in
containers is the fact that most U.S. imports arrive at East Coast ports, and most exports to Asia exit the
United States out of West Coast ports. The ITC study notes that data for the Port of Portland alone show
an annual deficit of nearly 70,000 containers in 2009.The rail cost of repositioning empty surplus
containers on the East Coast to the West Coast has tripled. Container shortages have posed particular
problems for agricultural exporters in Oregon.




Companies and their employees in a number of sectors benefit from Oregon s
merchandise exports. Ten sectors account for 90 percent of the State s total
merchandise exports (see Table 1). But more than half the State s total exports come
from two sectors — computers and electronic products and agricultural products.
Semiconductors and other components account for more than 80 percent of the value of
Oregon s exports in the “computer and electronics products” category. Seeds account
for 80 percent of Oregon s exports in the “agriculture products” category.

Intel is the largest private employer in Oregon. The 15,000 employees at its seven Hillsboro
campuses engage in all aspects of Intel s work, including manufacturing, research and
development, and corporate activities. Intel in Oregon is the largest and most complex of Intel s
worldwide operations.

In 2009, Intel announced its largest ever investment in a single process technology. The investment
includes $1.5 billion to upgrade the Hillsboro facilities during 2009-2010 and comes on top of $1
billion invested in 2008. Intel invested the money to prepare for its move to next-generation, 32-
nanometer chip manufacturing technology. Substantial additional investments are expected in
subsequent technology shifts.

What makes the consecutive-year, multi-billion-dollar investments possible? Exports. While the
United States accounts for approximately two-thirds percent of its semiconductor manufacturing,
R&D budget, and capital investments, 66 percent of Intel s customers are outside the United States.
As the largest U.S. manufacturing site, Intel Oregon 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.

Oregon supplies significant shares of total U.S. exports of wood products, computers
and electronics, and agricultural products. In 2009, the State s exports of wood products
represented nearly 8 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. Its exports of computers and electronics and parts accounted for over 4
percent of total U.S. exports of these products, and that share has been solidly
increasing since 2005. Oregon s exports of agricultural products represent over 4
percent of total U.S. agricultural product exports. The state is the largest exporter of
seeds among all U.S. states.

While exports of Oregon s leading products dropped in 2009 as international markets
felt the full impact of the global recession, data so far for 2010 suggest a strong recover
is under way. Exports of Oregon s two most significant categories of goods were up
strongly during the first eight months of 2010, compared to the same period in 2009:
computers and electronics, up 33.3 percent, and agricultural products, up 14.4 percent.
Exports of wood products (up 60.4 percent), chemicals (up 47.6 percent) and non-
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Oregon Merchandise Exports, Total and by Leading Sector, 2005-Present
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Table 2
Oregon Exports’ Share of Merchandise Shipments, 2008

(Percent)
Total 24.6%
Chemicals 54.9
Machinery 44.7
Computers & electronics 37.0
Transportation equipment 36.7
Electrical equipment, appliances and components 36.0
Miscellaneous manufacturing® 20.2
Primary metal products 16.7
Nonmetallic mineral products 14.9
Plastics and rubber products 14.5
Paper products 10.9

* “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 Exporters

Oregon s small and medium-sized firms (SMEs) account for the bulk of Oregon s
exporters. In 2008, 88.1 percent of Oregon s 4,637 exporters were SMEs.? 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 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.°

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

4The U.S. International Trade Commission will issue late 2010 an assessment of the degree to which
SMEs are indirect exporters by virtue of their position in the domestic supply chain.

5 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.



Rogue Ales, which started in a basement in Ashland, has been brewing high-quality beers since
1988. Today, Rogue brews all of its beer in Newport, operates 11 restaurants in Oregon,
Washington, and California, two distilleries in Oregon, and sells its products in all 50 states.

Consumers throughout the world love Rogue’s beers as much as Americans do, and Rogue’s beers
have won nearly 700 medals at international competitions over 22 years. Rogue exports to 28
countries, with Canada its leading export market.

Key Global Markets for Merchandise Exports

Policy makers often note that 95 percent of the world s consumers live outside the
United States, and Oregon exporters know this. The State exports to 220 countries and
territories. That said, Oregon exports are increasingly — and heavily — focused on Asia,
the state s largest regional export market. Exports to Asia grew at an average annual
rate of 20.9 percent from 2005-2008 (see Table 3). Export growth to China has been
significantly stronger, at 49.4 percent per year during that period. Exports to China even
continued to grow in 2009, when China became Oregon s largest export market,
displacing Canada. Moreover, exports from Oregon to China rose nearly 60 percent in
the first eight months of 2010 compared to the same period in 2009, boosting Asia s
share of all Oregon exports up from 59.0 percent in the first eight months of 2009 to
64.4 percent during the same period of 2010.

Top Oregon Export Markets, 2009

China
20%
Other
39%
Malaysia
13%
Canada
Taiwan %
6% Japan 13%
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One large focus of that export activity in Asia is a tightly knit network of computer and
electronic co-production relationships. The State and its workers are an integral part of
co-production chains that have developed for computers and electronics products with
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6 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

7 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.

8 Oregon Employment Department, Worksource Qualifyinfo.org, “Oregon Statewide 2009 Covered
Employment and Wages Summary Report,”
http://www.qualityinfo.org/olmisj/CEP?action=summary&areacode=01000000&indtype=N&periodcode=01
002009&submit=Continue.
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9 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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Services Exports

Like the U.S. economy generally, Oregon s economy is heavily services focused.
According to U.S. Census data, 62 percent of the state s output in 2008 came from
services sectors. Sectors producing internationally traded services (e.g., banking,
insurance, tourism-related services, management, transportation, for example) make up
22 percent of Oregon s economy, comparable to the 19 percent of output derived from
manufacturing. Nationally, while goods exports dominate, U.S. services exports are
highly competitive internationally and consistently record trade surpluses. Unfortunately,
the U.S. Government does not routinely publish state services export data.'® But given
the similarities in structure between the Oregon and the United States generally, it is
reasonable to expect that State services export profiles and trends mirror those for the
United States generally. This suggests that Oregon shines in exporting business,
professional and technical services (e.g., consulting, architectural and engineering
services), and that travel and tourism exports (foreign tourists visiting Oregon) are also
important to the region.

ZGF Architects LLP (ZGF) is known for its design excellence in a broad range of commercial and
institutional building types. ZGF s Portland headquarters employs 240 architects, interior designers
and urban planners, more than half of the 450 people that work in five ZGF offices in the U.S.

While the bulk of its work is U.S.-focused, ZGF frequently provides services to overseas clients.
Currently, ZGF is designing — exporting design services -- state-of-the-art children s hospitals in
Canada, China, and Vietnam. It is also designing several large mixed-use developments in China
that combine housing, retail, office, hotel, and parking facilities. In addition to these projects, ZGF
has provided design services in Singapore, Syria, Thailand, Laos, South Africa, Turkey and Italy.

“Historically, ZGF was very selective about the projects we pursued overseas. However, as
the world has become smaller, | have seen a definite increase in the number of international

projects that interest us and we are focusing more on those opportunities.” -Nancy Fishman,
Principal at ZGF

Exports of services to international markets make up a significant share of Oregon
business sales. In 2002, architectural, engineering and related services registered the
largest value of Oregon s exports to the world, and those exports accounted for over 10
percent of the industries total revenues in that year (see Table 4). Other leading
services exports were computer systems design and software publishing which,
combined with architectural and engineering services, accounted for nearly three-
quarters of Oregon s total services exports in 2002.

In fact, the 2002 Census was the first and, so far, only time such data were published for Oregon. An
update is expected in the 2007 Census report, which is scheduled to be released in March 2011.



Table 4
Snapshot: Oregon’s Exports of Selected Services, 2002
(Thousands and Percent)

Revenue Exports’
from Share of
Exports Total Revenue
Architectural, engineering and related services $158,126 10.8%
Computer systems design and related services 58,608 6.2
Scientific research and development services 12,711 5.4
Commercial, industrial mach. & equip. repair/maint. 1,232 4.7
Software publishers 43,114 4.4
Management, scientific and technology consulting 27,084 3.9
Specialized design services 4,266 Ul
Wired telecommunications carriers 22,692 1.5
Newspapers, periodical, book & directory publishers 7,502 0.8
Data processing, hosting & related services 2,413 0.4
Legal services 3,672 0.3
Administrative & support services 6,902 0.2
Other professional, scientific & technical services 747 0.1
Advertising and related services 233 0.1
Accounting, bookkeeping, payroll, tax prep. 139 0.0
TOTAL of above sectors 349,341 2.5

Source: U.S. Census Bureau, 2002 Economic Census.

Portland State University (PSU) believes that education must have an international dimension if it
is to be relevant to students who will live and work in a multi-lingual, multi-cultural global economy.
PSU therefore seeks to prepare its students for careers associated with global connections.
Internationalization is woven into the academic curricula at all levels. One key component of fulfilling
that mission is to bring international students to PSU -- an Oregon services "export". International
student enroliment at PSU is rapidly growing, now accounting for more than 6 percent of its 30,000-
student enroliment, the largest international enrollment in Oregon. Over the last five years, PSU's
international student community has increased 35 percent, to 1,750 students. They come from 97
countries especially Asia and the Middle East. The economic impact of PSU s exports of education
services is approximately $50 million dollars to the Portland metropolitan area per year, according to
NAFSA 2008-09 calculations published for Oregon.



The Value of Intellectual Property

Quantifying the value of the export and import of goods and services is critical to
understanding the scope of international trade‘s importance to the economy. But, it does
not give a complete picture of value of trade to Oregon businesses that may not be
directly exporting to or importing from Oregon.

Take, for instance, the athletic and outdoor gear industry. Oregon receives more patents
for footwear than any other state. For an economy Oregon’s size, this is a remarkable
achievement. But, it is understandable when you realize that the Portland metro region
contains the nation’s largest concentration of athletic and outdoor gear industry.
companies and competes successfully for talent and capital with the likes of Los
Angeles, New York, and Boston. Nike, Columbia, Adidas, Leatherman, Danner,
Pendleton, Keen -- these are just a few of the names of major companies in the athletic
and outdoor gear sector that call the Portland metropolitan region home and that create
valuable intellectual property.

While manufacturing and distribution of the goods created by Oregon athletic and
outdoor gear companies occur largely outside of the state and country, the research,
design, marketing and global management of manufactured goods jobs they create
within the state are no less dependent on international trade. Moreover, these jobs tend
to pay higher wages because they represent the value of the intellectual property behind
a brand. According to the Oregon Employment Department, the average wage in the
state’s athletic and outdoor industry in 2009 was $82,700. This is 79 percent higher than
the average wage for all workers in Oregon ($46,233). A report released recently by the
Portland Development Commission found that 700 athletic and outdoor gear industry.
firms in Oregon employ more than 14,000 Oregonians with a combined payroll of nearly
$1.2 billion. The PDC estimates that another 3,200 self-employed individuals provide
services to the athletic and outdoor sector generating another $100 million in annual
revenue.

The value of intellectual property in trade extends beyond athletic and outdoor gear
sector, of course. Other firms such as Nacco Materials Handling Group, which
manufactures Hyster trucks and equipment, have their research and development,
testing, and administrative headquarters in the Portland region, even though their
manufacturing exists in other parts of the United States and the world. The hundreds of
local jobs creating and maintaining the company’s brand — its intellectual property --
depend on and therefore benefit from the company’s ability to sell its products in foreign
markets.



Exports and Jobs

Exports support employment in Oregon. Focusing on manufacturing, the Commerce
Department reports that 41,600 manufacturing jobs were directly or indirectly related to
Oregon’s exports of manufactured goods in 2008 (see Table 5). Another 71,800 non-
manufacturing jobs helped to make those exports possible, for a total of 113,400 jobs in
2008. Export-related jobs accounted for 24 percent of Oregon’s manufacturing
employment and 7.8 percent of total State private-sector employment, according to the
Commerce Department.

Table 5
Oregon Employment Supported by Manufacturing Exports, 2008

Share

Number of Total

Total 113,400 100.0%
Manufacturing 41,600 36.7
Non-manufacturing 71,800 63.3
Business services 22,700 20.0
Transportation 8,700 7.7
Wholesale, retail trade 21,100 18.6
Other (ag., forestry, other services) 19,200 16.9

Source: U.S. Department of Commerce

The Commerce data reflect manufactured exports only, but as noted above services
exports are also important. One recent study by the Brookings Institution has attempted
to estimate the number of jobs associated with selected metropolitan area exports of
goods and services, including Portland/Vancouver/Beaverton. Brookings estimates that
the number of jobs tied to exporting is much higher than the Commerce estimates for
the State as a whole: 125,626 based on 2008 exports.'''?

11 Brookings Institution, Metropolitan Policy Program, OExport Nation: Profile for Portland-Vancouver-
Beaverton, OR-WA MSA,0 2010,
http://www.brookings.edu/~/media/Files/rc/reports/2010/0726_exports/0726 exports_profiles/PortlandOR.
pdf. Brookings did not estimate jobs tied to trade at the state level.

12 All of these estimates focus only on exports. Trade supports jobs in importing as well, and may cost
jobs in import-competing sectors as well. A comprehensive picture of the impact of trade on jobs needs to
consider exports and imports of goods and services, as well as the impacts of trade on consumers (be
they companies or families) and national income. Such an evaluation of the impacts of trade is described
in Appendix A to this report. It finds that, on balance, U.S. trade supports nearly 470,000 jobs in Oregon,
and 268,000 in the Portland/Vancouver area. This represents one in five workers in Oregon b in other
words, one in five jobs in Oregon would not exist but for trade. For Portland/Vancouver, the share is much
higher: 30 percent of jobs in the region depend on trade.



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. What is striking is that while the
methodologies differ considerably, the results are remarkably similar. Richardson and
Rindal estimated that exporting plants in 1992 paid on average 13-18 percent more than
non-exporting plants.'® Looking at the question by sector, Davis reported that average
1994 wages for all workers whose jobs were directly or indirectly supported by goods
exports were 13 percent higher than the national average. Wages for workers whose
jobs were directly supported by goods exports were 20 percent higher than the national
average. Bernard and Jenson used a different methodology but got similar results: they
found that the average wage of workers at exporting firms was 9-18 percent higher than
non-exporting firms; their estimates for plants was similar to that of Richardson and
Rindal, 11-18 percent.** A recent analysis reached the same results: focusing only on
exports, Brookings research on metropolitan exports found that, for every $1 billion in
exports of a metro area industry, workers in that industry earn roughly 1 to 2 percent
higher wages.™ For example, workers in an industry with $10 billion in metropolitan
exports earn 10-20 percent higher wages than workers in a non-exporting industry
located in the same metro area. Even workers without high school diplomas earn the
export wage premium.

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.

13 J. David Richardson and Karin Rindal, OWhy Exports Matter: More!O (Washington, DC: The Institute for
International Economics and The Manufacturing Institute), February 1996.

14 Andrew B. Bernard and J. Bradford Jensen, OExceptional Exporter Performance: Cause, Effect, or
Both?,0 National Bureau of Economic Research Working Paper 6272, November 1997,
www.nber.org/papers/w6272.

'* Emilia Istrate, Jonathan Rothwell, and Bruce Katz, OExport Nation: How U.S. Metros Lead National
Export Growth and Boos Competitiveness,O Metropolitan Policy Program, Brookings Institution, July 2010,
pp. 17-18.
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I"#$%& ()*&&+%,( U.S. Imports by End Use, 2008

-$%( (Billions and Percent)

Share of
Imports contribute Value Total
to the Oregon | Tota $2,085.7  100.0%
economy as well. Finished consumer goods 799.8 38.4
Contrary to_ Non-consumer goods 1,223.9 58.7
popular belief, Raw materials 446.1 21.9
most U.S. imports Processed raw materials & components 459.1 22.0
are .$&finished Machinery and industrial equipment* 308.7 14.8
consumer goods, Non-classifiable** 62.0 3.0
but instead raw * When a category, like computers or telecommunications equipment, could be used
materials, by consumers or businesses, total imports were split evenly between the two

comp_onents and S’?ﬁ.gséric]eosogfsiggulrﬁgf.reimports, minimum value shipments, other special
machinery and transactions and miscellaneous imports.

equipment used Source: The Trade Partnership from U.S. Census Bureau data

by U.S. farmers,

manufacturers and others to grow and produce goods and services in the United States
("++(/$0 ). The make-up of imports into Oregon, destined for final purchasers in Oregon,
is similar, with approximately 60 percent of 2008 imports composed of raw materials,
components, machinery and equipment purchased by Oregon farmers, manufacturers
and services providers. Table 6 details leading products imported by final purchasers in
Oregon in 2008 and 2009. 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.

As noted above, Oregon producers are integral parts of a network of production for
some products, notably computers and electronics, with trading partners in Asia. Thus,
the content of Oregon’s imports of finished computers and electronics undoubtedly
includes Oregon-produced components.



Table 6
Oregon Merchandise Imports, Total and by Major Sector, 2008 and 2009
(Millions and Percent)

2008 2009
Total $16,575.1 $11,808.5
Ten Leading Categories 10,087.6 7,039.6
Motor vehicles 3,151.4 1,902.6
Engines, turbines, transmissions 947 .1 938.9
Industrial machinery (e.g., for sawmills, semiconductor
manufacturing, food products) 583.0 824.0
Semiconductors, electronic components 747.9 635.9
Pesticides, fertilizers 893.3 609.7
Woven apparel 749.1 601.7
Footwear 728.2 438.2
Computers and peripherals 605.1 423.8
Iron and steel 1,232.2 338.3
Navigational, measuring, electromedical and control
instruments 450.4 326.5
Estimated Shares of Oregon Total
Consumer goods 39.1% 40.4%
Raw materials, components, machinery, equipment 60.9 59.6

Source: U.S. Census Bureau and The Trade Partnership. This new series (based on NAICS breakouts)
represents imports destined for customers in the State.

Columbia Sportswear, founded in Portland in 1938, is a leading seller of outdoor apparel, footwear,
equipment and accessories. It employs more than 1,100 workers in the Portland area, with
approximately 800 employees at the corporate headquarters in Washington County and another 300
workers at the highly automated Rivergate distribution center in North Portland. Columbia
Sportswear also has a retail presence in Oregon, including a flagship store in Portland.

Many jobs at Columbia Sportswear are tied to importing clothing and accessories from around the
world. In 2009, the company imported products from 13 countries, including China, India, Vietnam,
and Indonesia, as well as least developed countries Bangladesh and Cambodia.

Asian suppliers also represent dynamic market opportunities for Columbia. In 2009, 40 percent of
total revenue came from foreign sales. China, Korea, and Japan in particular are large and growing
markets, even as the U.S. and European struggle to recover from the global economic downturn.

“Open trade and markets are critical to the success of Columbia Sportswear. Trade creates
new opportunities that allow us to make significant and growing investments in our talent
and facilities. Our highly skilled workforce in the Portland area includes world-class
designers and merchants, supply chain specialists, global marketing experts, IT management
and developers, and many other professions.” -Peter Bragdon, Senior VP of Legal and
Corporate Affairs
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Foreign investment in Oregon also contributes to the region’s economy and job base. In
2007 (the most recent year for which full data are available), majority-owned affiliates of
foreign firms employed 44,300 workers in Oregon. Subsidiaries of foreign owned firms
engaged in manufacturing in Oregon employed 26 percent of total employment of
foreign firms in Oregon — 11,700 jobs. Foreign investors employed 3 percent of the
private sector workforce in Oregon.
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BASF Catalysts LLC (chemical catalysts, Germany)
bioMerieux, Inc. (culture media & microbiological products, France)
Bridgestone Americas (tires, Japan)

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)

Evraz Inc. NA formed in 2007 when Evraz Group S.A. of Russia acquired Oregon Steel Mills. At the
time, Oregon Steel was a regional producer with manufacturing facilities in Portland and Pueblo, CO.
With its purchase by Evraz Group, Oregon Steel Mills — now called Evraz Inc. NA — gained access to
new capital and additional financing options that enabled it to acquire several other U.S. and
Canadian steel operations.

Today, the employees at the corporate headquarters of Evraz Inc. NA’s in Portland oversee a North
American organization that includes eight manufacturing facilities and an R&D center. Evraz Inc. NA
has the capacity to produce more than five million tons of specialty and commodity steel products
annually. The expansion from a regional steel company to a vertically integrated producer provided
flexibility and stability that allowed the organization to ride out the market downturn that hit the entire
North American steel industry in 2008-2009.

Oregon Steel’s manufacturing operations also benefited from the investment, which provided access
to one of the world’s lowest cost slab producers (an Evraz Group facility in Russia). Slab is a primary
raw material for Evraz Oregon Steel, but the slab market can fluctuate widely in terms of both cost
and availability. Evraz Group’s vertical integration provides the Portland mill operations greater
flexibility to fulfill customer needs.

“The growth of Oregon Steel into what it's become as Evraz Inc. NA simply would not have been
possible without our acquisition by Evraz Group S.A.,” said Mike Rehwinkel, president and CEO of
Evraz Inc. NA. “The infusion of capital and access to raw materials positions us for continued
success, to the benefit of both our workers and the Portland region.”



"SolarWorld is a great Oregon success story. This next phase opens the doors of
opportunity for hundreds of Oregonians seeking employment and advances the production
of clean, renewable energy."

-Oregon Governor Ted Kulongoski

In May 2010, Hillsboro-based SolarWorld USA, a global company with world headquarters in Bonn,
Germany, announced the launch of the final phase of a renovation U.S. expansion that will allow the
company to convert raw silicon into photovoltaic wafers and cells. SolarWorld expects to create 350
jobs and bring total employment at its Hillsboro facilities to 1,000. Elected officials lauded the
“Oregon” company’s announcement of new jobs in a clean technology industry.

In 2007, SolarWorld purchased a silicon wafer production facility that had been mothballed because
of weak demand in the 1990s. Since that time, the Bonn, Germany-based company has invested
approximately $500 million to upgrade the Hillsboro factory and add a second plant. By 2011, it
expects to produce enough photovoltaic cells to serve not only the U.S. market, but also all markets
in North and South America.

=-)('&+-"MP!$3(*1)-3#3,!-(312-'3(1.'&, 0/(-&+12%/-)-(Al&O(3-,$!P$' 4*+Al-+1%&' () *+,1-+ILZ2Z5!$6 %+ - +1!
-(31.'&,0/(-&+!/* *1-)-(-$3!(#$'$!-+!(#$!4- NLZZK37!Siltronic Corporation!.'&,0/$3!-+1%&'()*+,!
#A.$'.0'$13-)-/&+B*2$'312&'1 (& N(-$'1/#-.14*+02%/(0'$'31-+! (#B <+-($, I=(*($37!"#$1%&'()*+,12*/-)-(Al
$4.)&A3!WK!-+,-9-,0%)31%(12*4-)AIB*:$37! R(3!8..) Al/#*-+1$6($+,3! (&! &9 I IKKI 103-+$33$3!-+! (#$!
%6&'()*+, ¥ $*1%)&+$5 !+, I-(1.% (-/0)* ) AIZSSC3! (&!: $+$*($!'$) *(-&+3#-.31B-(#1)&/*)134*))1103-+$33$37!
"#$1/&4.*+A1-3I'$/&:+-"$,12&'1-(313* 2 (Al*+,1$+9-'&+A$+(*) ). &($/(-&+1$6/$)) $+/$5!1#*9-+:1'$/$-9$, !
+04$'803!/-(ABI3(*($!*+, 1+*(-&+*)1*B* 312&'1$+9-'&+4%+(*)). ' &($/(-&+5!#$*) (#!*+,13* 2 (AI3(*+,*' 37!

Portland/Vancouver and Trade

|

"HI%0&' )+, F SH-+1 ¥ (-/0)F11$+$2-(312'&4!-+($+H(-&+%) ! (*,$5! 1 & (#!$6.&'(31*+,!
-4.&'(37"#31%&'(3!&2!%&' () *+,1*+,18*+/&09%'!.'&/$33!3-:+-2-/*+(1;0*+(-(-$3! &2! (**,$!-+(&!
*+ 1&0(1&2!I(#P!<+-($,!=(*($3!>3$$!"*1)$!?2@ 7!"#*(1("*,$!-31#*+))$, | LAl/&4 *+-$31*+,]
B&'C$'31&.$*(-+:1* &0+, (#3!)&/C*+,1C+-(/(&: S (#S$'-+(&!*1+$(B&'C! & 2! &/$*+!3#-..$'35!
(*+3/&+(-+$+(*)I"*-)B*A3I*+,1('0/C$'35!"-9% 11+ :-+:1%)&+:1(#$!D&) 04 1-*E=+*C$!'-9$'!
3A3($451%+,1-+($'+*(-&+*)1*-.&'(37!!

|

"#$196&'(1&21%&'()*+,1)$*,31-+1$6.&' (-+:IBHS*(12' &4 (#H!<+-($,!=(*($35!*+,!-312&80' (#!-+! (#$!
+4(-&+12&1*0(&!-4.&' (3TIF#-)$! (H!'S/$33-&+!,$%) (1 (#$).&'(31*1#$*9AI 1) &B5! (#$!'$/&I$ Al
-+ ($+H*(-&+*)14* CH(31-3!$6.$/($,1(&!"$(0'+1103-+$331(&! G+&'4*)HINI3(‘&+:1:'&B(#! 1 1Al
JKLK!1*¥3304-+:1(#*(1(*+3.&' (*(-&+1&(()$+$/C31/*+11$IB&'CS,1&0(7 'CIM)'$*, AI2&'I(#S!
2-'3(1$-:#(14&+(#31&21 IKLK5!1$6.&' (3! (HRH! (#$1%&' (31*'$10.IL 27K LS /$+(1,-9$+1A!

'® See footnote 2 above.



increases in raw materials destined for strongly growing Asian markets, and fertilizers. A

23.4 percent increase in transportation equipment imports is driving up import traffic

through the Ports in 2010.
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(Millions)
Jan-Aug. Jan-Aug.
2005 2006 2007 2008 2009 2009 2010
Total Exports $4,194.0 $5,585.8 $7,058.6 $9,393.0 $7,105.1 $4,411.9  $5,162.4
Cereals 1,333.6 1,569.3 2,684.3 3,854.5 2,154.5 1,302.3 1,392.6
Electric machinery, sound equip.,
TV equip., parts 220.7 890.9 664.1 782.8 1,378.8 998.6 1,043.1
Fertilizers 264.1 205.8 350.9 8215 564.8 3335 599.3
Ores, slag and ash 175.4 339.6 515.1 624.3 477.8 253.5 465.5
Iron and steel 80.8 164.6 289.9 456.5 389.1 259.1 274.7
Other products 2,119.4 2,415.7 2,554.5 2,853.5 2,140.2 1,264.7 1,387.3
Total Imports 11,775.7 13,779.4 15,206.9 14,043.1 9,081.1 5,864.9 6,393.2
Transportation equip. & parts 7,645.1 9,091.0 9,427.5 8,787.1 5,212.0 3,170.2 3,912.4
Electric machinery, sound equip.,
TV equip., parts 468.5 529.1 732.5 401.1 779.7 527.6 254.4
Boilers, machinery & parts 651.9 643.2 714.4 605.2 557.0 415.8 263.1
Iron or steel products 175.8 254.2 337.5 393.6 392.7 310.8 172.6
Misc. chemicals 2445 225.8 164.3 265.4 208.6 130.4 127.1
Other products 2,589.9 3,036.1 3,830.7 3,590.6 1,931.1 1,310.1 1,663.6

Source: U.S. Census Bureau

The Ports have also seen a noticeable increase in traffic as U.S. free trade agreements
(FTAs) are implemented. The Ports have always facilitated trade with the 17 current
U.S. FTA partners'’, but increasingly so as those FTAs have gone into effect. For
example, in 1996 total trade (exports plus imports) with the 17 countries with which the
United States now has FTAs accounted for 5.4 percent of non-China trade through the
Ports (only four of the 17 had FTAs in effect at that time). By 2009, when all 17 FTAs
were in effect, trade through the Ports with the FTA countries accounted for 6.7 percent
of total non-China trade through the Ports. Significantly, the average annual growth in
total trade with FTA partner countries from 1996-2009 was six times greater (4.3
percent) than the average annual growth in non-China trade through the port (0.7
percent).

" The FTA partners (and the dates the FTAs went into effect) are: Israel (1985), Canada and Mexico
(1994), Jordan (2001), Chile (2004), Singapore (2004), Australia (2005), Morocco (2006), Bahrain (2006),
El Salvador (2006), Nicaragua (2006), Honduras (2006), Guatemala (2006), Dominican Republic (2007),
Costa Rica (2009), Oman (2009), and Peru (2009).



Table 8
Merchandise Exports from Oregon to FTA Partners

I"#$$#H%&'()

Partner 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
Australia 1722 1848 1604 2200 2570 3213 350.3 4178 589.6 3454 209.1
Bahrain 0.2 0.4 0.4 1.6 11 0.4 3.1 29 1.9 1.2 11
Canada 1694.6 15956 1268.8 1439.4 1561.3 1902.2 2343.1 2698.3 2800.3 2801.0 1897.4
Chile 16.8 28.7 247 22.8 18.9 22.9 20.6 38.5 26.4 30.5 34.8
Costa Rica 8.1 25.9 11.0 125.0 2374 2565 264.7 5841 5429 7158 678.8
Dominican
Republic 2.1 29 2.0 1.9 1.7 0.5 0.8 1.3 5.9 4.9 4.3
El Salvador 1.3 1.4 26 1.2 1.5 1.8 3.2 10.6 3.3 3.7 8.0
Guatemala 4.3 4.3 4.6 3.3 5.0 5.8 9.0 19.6 10.9 39.9 24.9
Honduras 0.7 0.3 0.6 0.7 0.6 11 3.7 5.5 4.8 4.5 3.8
Israel 46.6 84.7 89.1 66.4 52.3 58.3 70.1 855 136.3 2324 1084
Jordan 0.6 23 0.7 3.5 1.0 1.2 0.7 3.8 2.7 1.4 26
Mexico 8285 4810 2801 3296 393.8 686.6 8127 856.3 953.7 7475 2004
Morocco 2.0 6.1 26 1.5 5.1 1.0 0.3 3.5 0.7 1.6 0.4
Nicaragua 0.3 0.2 0.5 0.3 0.5 0.6 1.2 1.4 1.7 5.3 0.8
Oman 0.3 0.6 0.9 0.4 1.4 0.4 24 1.8 2.0 1.6 3.2
Peru 8.4 6.3 7.1 19.6 11.0 15.4 15.7 15.8 38.9 31.9 76.0
Singapore 290.1 4075 4257 290.7 2418 2461 356.7 4911 4328 3271 2015
Total FTA
Countries 3076.8 28329 2281.5 2527.8 2791.6 3522.0 4258.5 5238.1 5554.5 5295.7 3455.3
World 6153.6 5665.8 4563.1 5055.7 5583.1 7043.9 8517.0 10476.1 11109.1 10591.3 6910.7
Source: Census, 2009 NAICS Total All Merchandise Exports from Oregon
)
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'® Martin & Associates, “The Local and Regional Economic Impacts of the Port of Portland, 2006,”
prepared for the Port of Portland, January 31, 2007,
http://www.portofportland.com/PDFPOP/Trade_Trans_Studies_Ecnmc_Impact 2006.pdf.

9 Port of Vancouver USA,
http://www.portvanusa.com/sites/default/files/tinymce/files/Economic_Impacts TableE.pdf.

%0 |strate et al, op. cit.
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Appendix A

What Trade Means for Output and Jobs in the Region: A Comprehensive Impact
Assessment

Most of the public dialogue of late focuses on the positive effects of U.S. exports on the
U.S. economy and on U.S. jobs. As U.S. companies export more, they are able to
increase U.S. production — and perhaps employment?’ — in the United States. These
are what are known as the “direct effects” of increases in exporting. But in addition to
these direct effects are indirect ones: as U.S. production in exporting sectors expands,
those producers draw inputs from supplier industries, and those industries increase
output — and perhaps employment. The business of getting finished products to the
docks for export also creates indirect effects from exports, in warehouses, transportation
firms, and other related sectors. These direct and indirect job effects of trade are
reported in this study in Table 5 for manufactured exports.

In addition to these direct and indirect effects of exports are associated indirect effects
not reported. As 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

! In times of tight employment, the exporting sectors lure workers away with higher wages from other
U.S. sectors that are not seeing an increase in their production. In this case, U.S. employment overall
does not increase, instead it shifts from one sector of the economy to another. In times of high
unemployment, the increased demand for workers can be supplied from a pool of unemployed workers at
prevailing wages, so workers without jobs join the workforce and overall U.S. employment grows (jobs are
“created”).



more (which lowers interest rates). In total, the job effects of imports are not necessarily
a net negative.

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 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
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 netimpact assessment. For this reason, we work with a CGE model
here to estimate the impacts of U.S. trade in 2008.

CGE models are characterized by an input-output structure (based on regional and
national input-output and employment tables) that explicitly link industries in a value
added chain from primary goods, over continuously higher stages of intermediate
processing, to the final assembling of goods and services for consumption. Inter-
sectoral linkages are direct, like the input of steel in the production of transport
equipment, and indirect, via intermediate use in other sectors. The model captures
these linkages by modeling firms use of factors and intermediate inputs. The most
important aspects of the model can be summarized as follows: (i) it covers all world
trade and production; and (ii) it includes intermediate linkages between sectors. The
details of the model and data we used are described in Baughman and Francois, 2008,
as updated in Baughman and Francois, 2010, the studies from which this analysis
draws.

/

The experiment conducted with the model involved imposing changes in trade for the
United States as a whole, in this instance effectively eliminating U.S. exports and
imports by imposing prohibitive duties against trade with the United States across the
board.” This allows us to trace changes at the border as they work through the U.S.

2 We have modeled an extreme shock to the economy to show the extent to which sectors of the
economy are tied to trade. We do not suggesting that a prohibitive tariff is a likely policy option. It is useful
to understand the job impact of complete elimination of both exports and imports, in order to quantify the
opposite scenario: the job impact of actual U.S. trade in the experiment years.



economy. Our results tell us how much U.S. output and employment would decline were
the United States to cease exporting and importing goods and services. These results
thus also measure the reverse scenario: how much 2008 levels of trade in goods and
services contributed to U.S. and output and employment.

The model generates estimated impacts of trade — increases or decreases -- on U.S.
output and employment, by sector. We then apportion those changes to state output
and employment, by sector, and then again by counties within the State of Oregon.
County output and employment effects are based state and county-level employment
data reported by the U.S. Census Bureau and the U.S. Department of Agriculture. We
apportion state-level output and employment data according to the sector employment
data for each county. The sum of the sub-sectors may not add to the total reported for
the county because the U.S. Census Bureau suppresses some data for detailed sectors
on the county level to protect individual businesses’ confidentiality. Specifically, to meet
confidentiality standards, at least three firms in the same sector must report production
data for Census to issue a total for that sector. That said, if less than three firms exist in
a given county for a specific sector, while their information may not be released for that
specific sector (e.g., steel manufacturing) in that county, it would be included in the
broader totals (e.g., total manufacturing). Therefore, we include a “Government and
other sectors” category to capture the output and employment that is suppressed by
Census. It is the difference between the county's output or jobs related to State trade
and the sum of the jobs related to exports for all reported subsectors; it can include jobs
related to exports from multiple subsectors.

The results show that trade has a net positive impact on Oregon (Table A-1) and on the
Portland/Vancouver area (Table A-2). In 2008, U.S. exports and imports of both goods
and services supported $24 billion in output in the State, and nearly 470,000 direct and
indirect jobs. Oregon’s services sectors in particular see the greatest gains from trade,
with more than 90 percent of the output gains concentrated in services sectors, and 80
percent of the employment gains in services sectors. In Portland/Vancouver, trade
generated $15 billion in output and supported more than 286,000 jobs — in each case
more than half the State total.




Table A-1
Estimated Impacts of Trade on Output and Employment in Oregon, 2008

Output Employment
(millions) (number)
Total $23,940 469,197
Manufacturing 814 2,577
Services 22,243 371,853
Wholesale trade * 20,625
Retail trade 3,095 57,740
Transportation, warehousing and utilities 1,133 19,144
Information 723 12,794
Finance and insurance 1,468 18,707
Real estate, rental and leasing 3,933 17,249
Professional, scientific, and technical services 1,150 21,510
Administrative and waste management services 998 24,502
Accommodation and food services 1,101 46,695
Arts, entertainment and recreation 5% 15,548
Other private services (e.q. health care, education) 8,644 117,341
Other (Ag., forestry, construction, government) 883 94,767
* Included in retail trade
** Included in other private services
Source: Authors’ estimates
Table A-2
Estimated Impacts of Trade on Output and Employment in Portland/Vancouver,* 2008
Output Employment
(millions) (number)
Total $15,005 286,078
Manufacturing 434 1,889
Services 11,694 223,426
Wholesale trade i 14,811
Retail trade 2,042 30,661
Transportation, warehousing and utilities 744 11,949
Information 519 8,520
Finance and insurance 1, 067 13,278
Real estate, rental and leasing 2,667 11,424
Professional, scientific, and technical services 888 16,209
Administrative and waste management services 750 15,601
Accommodation and food services 604 24,665
Arts, entertainment and recreation i 7,660
Other private services (e.g. health care, education) 2,413 68,648
Other (Ag., forestry, construction, government) 2,877 60,763

*  Covering four counties: Clackamas (OR), Multnomah (OR), Washington (OR) and Clark (WA).
** Included with retail trade
*** Included in other private services
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