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Abstract

Businesses in Wisconsin exported $21 billion in goods in 2016. More
than 8,000 businesses, employing nearly 119,000 Wisconsinites, ex-
port goods to countries around the world each year. In 2014, 90,000
Wisconsinites owed their jobs to foreign direct investment, represent-
ing 3.7 percent of all private-sector employment in the state. Access
to competitively priced intermediate goods is crucial for manufac-
turers in Wisconsin. In 2016, Wisconsin’s goods imports were val-
ued at $22.4 billion, including intermediate goods like engine parts,
wood pulp, static convertors, and tube fittings. Wisconsin’s congres-
sional delegation should encourage the Trump Administration to
make eliminating additional U.S. and foreign tariff and non-tariff
barriers the main priorities in any impending negotiations.

International trade and investment supports one in five private-
sector jobs in Wisconsin. The state’s manufacturers depend on
competitively priced intermediate goods, sourced domestically and
internationally, to produce finished goods.

Wisconsin’s elected officials demonstrated in their last free trade
agreement (FTA) votes that trade is a vital aspect of the state’s econ-
omy. Both Senators and all but two Representatives voted in favor of
the FTAS with South Korea and Panama. Wisconsin’s elected offi-
cials should continue to strongly support free trade.

While trade agreements can effectively and efficiently lower or
even eliminate tariffs or non-tariff barriers for all countries involved,
they are not the only mechanisms available to make it easier for Wis-
consin businesses to compete in the global economy. Wisconsin’s
elected officials should support elimination of tariffs on imports that
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KEY POINTS

m Businesses in Wisconsin exported

$21billion in goods in 2016. More
than 8,000 businesses, employ-
ing nearly 119,000 Wisconsinites,
export goods to countries around
the world each year. Wisconsin
service exports grew by 77 percent
between 2006 and 2015 to $6.2
billion, supporting more than
46,000 jobs.

= Millions of Americans each year

are employed by foreign compa-
nies that decide to invest in Ameri-
ca.ln2014, 90,000 Wisconsinites
owed their jobs to foreign direct
investment, representing 3.7 per-
cent of all private-sector employ-
ment in the state.

Access to competitively priced
intermediate goods is crucial for
manufacturers in Wisconsin. In
2016, Wisconsin's goods imports
were valued at $22.4 billion,
including intermediate goods like
engine parts, wood pulp, static
convertors, and tube fittings.

m Wisconsin's congressional delega-

tion should encourage the Trump
Administration to make eliminat-
ing additional tariff and non-tariff
barriers the main priorities in any
impending negotiations.
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CHART 1

Wisconsin's Leading Exports in 2016

EXPORT INDUSTRIES, IN BILLIONS

Machinery $4.1

Computers & Electronics  $2.9
Transportation Equipment  $2.3
Chemicals  $2.0

Processed Foods $1.9

EXPORT MARKETS, IN BILLIONS

Canada $6.6

Mexico  $3.1

China $1.4

Japan  $0.9

United Kingdom ~ $0.8

SOURCE: US. Department of Commerce International Trade Administration, “Wisconsin Exports, Jobs, and

Foreign Investment,” http:/www.trade.gov/mas/ian/statereports/states/wi.pdf (accessed August 8, 2017).
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are used as inputs, because they are self-destructive
measures that only make end goods more expensive
for consumers.

Exports Support Wisconsin Jobs

Businesses in Wisconsin exported $21 billion in
goods in 2016. More than 8,000 businesses, employ-
ing nearly 119,000 Wisconsinites, export goods
to countries around the world each year. Of these
exporting companies, 87 percent are small or medi-
um-sized.! Wisconsin service exports grew by 77 per-
cent between 2006 and 2015 to $6.2 billion, support-
ing more than 46,000 jobs.>

Machinery, computer and electronic products,
transportation equipment, chemicals, and processed
foods are the top five export industries in Wiscon-
sin. More than 19 percent of all goods exports from
the state were in the machinery category in 2016,
valued at just over $4 billion. Goods exports from
the four other categories were valued at $1.9 billion
(processed foods), $2 billion (chemicals), $2.3 billion
(transportation equipment), and $2.9 billion (com-

puter and electronic products).?

America’s North American Free Trade Agree-
ment (NAFTA) partners, Canada and Mexico, are
Wisconsin’s top export markets, consuming $6.6
billion and $3.1 billion, respectively, in U.S. goods
in 2016. China, Japan, and the U.K. complete the
state’s top five export markets. More than half of
all exports from Wisconsin go to America’s 20 free
trade partners.*

Wisconsin Ranks Eighth in
Manufacturing Qutput

Manufacturing is a robust and prominent indus-
tryin Wisconsin. The state was ranked eighth in 2016
in terms of manufacturing output as a percentage of
gross state product, amounting to 18.2 percent.’ In
2016, 94 percent of Wisconsin’s total exports were
manufactured goods, an increase of nearly 7 percent
since 2010.°

More than 460,000 Wisconsinites are employed
in the manufacturing industry each year.” Employ-
ment in the industry is largely driven by small busi-
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Manufacturing Output Wisconsin’s Top Five Sources
Rankings of Foreign Investment Jobs

MANUFACTURING AS A PERCENTAGE OF 2016
STATE GDP

1. Indiana 28.79%
2. Oregon 21.79%

3. Louisiana 21.21%

4. North Carolina 19.27%

5. Michigan 19.20%

6. Kentucky 18.90%

7. lowa 18.27%

8. Wisconsin 18.22%

9. Alabama 17.43%

10. Ohio 16.94%

SOURCE: U.S. Department of Commerce, Bureau of
Economic Analysis, “Gross Domestic Product (GDP) by State
2016,” https://www.bea.gov/iTable/iTable.cfm?reqgid=
70&step=1&isuri=1&acrdn=2#reqid=70&step=1&isuri=1
(accessed August 8, 2017).
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nesses, which provide 46 percent of all manufac-
turing jobs.® Nearly 50 percent of Wisconsin jobs
supported by foreign direct investment are in the
manufacturing sector.’

Removing Tariffs on Intermediate Goods
More than 60 percent of goods imported in the U.S.
each year are considered intermediate goods, compo-

COUNTRY 2014 EMPLOYEES

Canada 18,500
United Kingdom 13,100
Germany 9,900
Switzerland 8,500
France 6,600

SOURCE: U.S. Department of Commerce, Bureau of
Economic Analysis, “Employment by State and Country
2007-2014,” https://bea.gov/international/dilfdiop.ntm
(accessed August 8, 2017).
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nents used to make final goods or capital goods like
machinery.'® Access to competitively priced interme-
diate goods, regardless of origin, is crucial for manufac-
turers in Wisconsin. In 2016, Wisconsin’s goods imports
were valued at $22.4 billion. Intermediate goods like
engine parts, wood pulp, static convertors, and tube fit-
tings are among the state’s top 25 import categories."
Between 2013 and 2016, American manufacturers
paid an estimated additional $748 million in tariffs
that would have been eliminated by a miscellaneous
tariffbill (MTB), according to the National Association
of Manufacturers.'” The cost of tariffs on all inputs is
much higher. Bryan Riley, senior policy analyst at The
Heritage Foundation, states that “[plermanently elim-
inating tariffs on inputs is a trade policy that would be
guaranteed to encourage more job-creating invest-
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CHART 4

How Wisconsin Voted on Trade Agreements Votes For Against
U.S. HOUSE OF REPRESENTATIVES U.S. SENATE

Trade Agreement All Members WISCONSIN All Members WISCONSIN

NAFTA 1993 234 200 5 4 61 38 0 2

WTO 1994 288 146 3 6 76 24 1 1

China PNTR 2000 237 197 4 5 83 15 1 1

CAFTA-DR 2005 217 215 4 4 55 45 0 2

Colombia 2011 262 167 6 2 66 33 1 1

Korea 2011 278 151 6 2 83 15 2

Panama 2011 300 129 6 2 77 22 2 0

NOTE: Number of House Seats decreased to 8 in 2003,

SOURCE: Govtrack.us, https:/www.govtrack.us/ (accessed August 8, 2017).
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ment in the U.S.”® Congress has allowed for tempo-
rary tariff cuts in the past, through MTBs and other
measures. To effect lasting benefits for American busi-
nesses, Congress should allow permanent cuts.

Foreign Direct Investment Creates Jobs

Foreign investment is a crucial piece of free trade.
Millions of Americans each year are employed by for-
eign companies that decide to invest in America. In
2014, 90,000 Wisconsinites owed their jobs to for-
eign direct investment, representing 3.7 percent of
all private-sector employment in the state and 9.5
percent of manufacturing employment.*

In 2017, German candymaker Haribo announced
plans to build its first U.S. plant in Pleasant Prairie,
Wisconsin. Haribo will invest $242 million in the
project and the facility will eventually support 400
jobs, a huge boon for this small Midwestern village.'

Alpla Inc., Europe’s largest plastic-packaging

producer, will establish a new manufacturing plant
in West Bend, Wisconsin. With 14 plants already
established in the U.S., Alpla supports approximately
1,200 jobs in the U.S., a number set to increase with
this newest project. According to Tom Jablonsky,
vice president of manufacturing for Alpla in North
America, the company plans “to grow employees
internally and add locally as much as possible.”

All Wisconsin Businesses Deserve
Competitive Tax Rates

Wisconsin currently has a variety of tax credit
programs that lower corporate tax rates for manu-
facturing and agriculture businesses to nearly zero,
while the overall corporate tax rate is 7.9 percent.
While decreasing corporate tax rates does help busi-
nesses grow, doing so through temporary or selective
programs is essentially another form of government
favoritism."”
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Wisconsin’s corporate tax rate is high compared
to other Midwest states, such as Michigan and Indi-
ana, which have rates of 6 percent and 6.25 percent,
respectively. Lowering the corporate rate to a more
regionally competitive rate for all Wisconsin busi-
nesses would benefit the state’s overall economy, and
not just certain industries.'®

Support for Free Trade Among Wisconsin
Legislators

Support for free trade by Wisconsin’s congressio-
nal delegation has been inconsistent since the pas-
sage of NAFTA in 1993. However, in 2011, six of eight
Representatives from Wisconsin voted in favor of
the FTAs with Colombia, Panama, and South Korea.
Both of the state’s Senators supported the agree-
ments with Panama and South Korea."”

While a handful of Wisconsin Representatives
and Senators have stood their ground in supporting
free trade over the years, Members will be put to the
test as the Trump Administration seeks to renegoti-
ate existing trade agreements and pursue new ones.
Wisconsin’s congressional delegation should encour-
age the Administration to make eliminating addi-
tional U.S. and foreign tariff and non-tariff barriers
the main priorities in any impending negotiations.

Free Trade Is Vital for Wisconsin

The ability to freely buy and sell goods is crucial
to Wisconsin’s economy. The state has robust man-
ufacturing and agriculture sectors that not only
export products around the world, but also rely on
inputs from those countries. As the Trump Admin-
istration prepares to renegotiate NAFTA and seek
agreements with other countries, Wisconsin’s elect-
ed officials should support policies that lower barri-
ers both at home and abroad. Such policies will allow
Wisconsin businesses to compete and prosper in the
global economy.

—Tori K. Whiting is Research Associate in the
Center for Free Markets and Regulatory Reform, of
the Institute for Economic Freedom, at The Heritage
Foundation.
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