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Some of the critical questions and issues we will be
discussing today

» How does America’s competitiveness compare?
v What makes a nation competitive?
v Quantitative competitiveness measures and qualitative

v' How does America’s competitiveness compare with other
nations?

v Has it really become much worse?

= America’s competitiveness in the 21st century?
v' How do businesses become more productive?
v' What policy levers will matter most for competitiveness?
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CPE (NAsBA)

v Type your full name and email address in the space provided
v" Click ‘ok’ for 3 popups that occur during the program

v’ Stay online for the entire webcast

v’ Credit available for participation in live webcast only

The Conference Board is registered with the National Association of State Boards of Accountancy (NASBA) as a sponsor of

continuing professional education on the National Registry of CPE Sponsors. State boards of accountancy have final authority on
the acceptance of individual courses for CPE credit. Complaints regarding registered sponsors may be submitted to the National
Registry of CPE Sponsors through its website: www.learningmarket.org.
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US trade deficit on declining trend
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US is in goods trade deficit with most but not all of the

world

US Bilateral Trade Balances, 2018 (Bil. of USD)
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The deficit is a combination of positives and negatives, and
it's not about goods only

Breaking down the 2018 U.S. trade deficit
Net deficit or surplus in selected goods, seasonally adjusted
Deficit
PR T N Autos, engines and parts
-$132 billion GG Apparel & footwear
-595 billion N Crude & fuel oil
-$95 billion | Ccllphones & other household goods
-593 billion I Computers & accessories
-579 billion N Pharmaceutical products
-537 billion [l Telecommunications equipment
-$32 billion [ Toys, games & sporting goods
-521 billion M Televisions & videos

J Civilian aircraft & engines [INNINEGg 575 billion
Goods I Soybeans M $18 billion

B Chemicals [ 536 billion

J_ Travel NN 570 billion
Services Intellectual property rights [N 577 billion
l_ Financial services I 582 billion

Source: BEA, The Conference Board
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Labor cost per unit of output performed badly in both the
United States and China — but for different reasons

Global Manufacturing competitiveness indicators, total percent change over 2011-2017

POSITIVE N I NEGATIVE
Productivity cutpaces Labor cost per warker
labor cost per worker outpaces productivity
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Productivity 1

[Real value added per worker)

Exchange rate* 0

*Exchange rates relate to US dollars per national currency; Currency depretiation offsets rising labor costs (in national currency)

Source: The Conference Board, International Labor Comparisons Program, July 2018
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Biggest unit labor cost challenges in US are in “traditional

manufacturing where productivity and wages diverge

U.S. Manufacturing competitiveness indicators, total percent change over 2011-2017
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Mote: Productivity is measured as real value added per hour worked.
Source: The Conference Board International Labor Comparisons Program, July 2018.

ICT goods
and other
electronics
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Hourly labor cost
growth (blue bar)
outpaced productivity
growth (orange bar) in
almost all industries in
the United States,
except for the ICT and
electronic goods
producers. This increase
in US unit labor cost
has eroded US
manufacturing
competitiveness.
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United States ranks 8™ on 2019 Doing Business Index -
and the first ranked “large economy”

United States

Ease of Doing Business in

Region QECD high income DB 2019 Rank
1 190 1
United States
I Income Category High Income
E
Population 325,719,178 o DB 2019 Ease of doing huslll::iss Score
|
City Covered New York City, Los Angeles 82.75

DB 2019 Ease of Doing Business Score

1] 100
82.75: United States (Rank: B)

Rank 1. N.eW Zealand 82.65: United Kingdom (Rank: 9)

2. Singapore

3. Denmark 79.26: Canada (Rank: 22)

4. Hong Kong 78.90: Germany (Rank; 24)

5. South Korea —

6. Georgia 77.80: Regional Average (OECD high income)

7. Norway

8. United States

Note: The ease of doing business score captures the gap of each economy from the best regulatory performance observed on each of the indicators across all economies
in the Doing Business sample since 2005. An economy's ease of doing business score is reflected on a scale from Q to 100, where () represents the lowest and 100
represents the best performance. The ease of doing business ranking ranges from 1 to 190.

Source: World Bank, 2019
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US largest challenges are with regulation, infrastructure,

and investor diversity

Rankings on Doing Business topics - United States
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America’s Competitiveness in the 215t Century

Identifying public policies that foster prosperity for all Americans and enable
continued U.S. global economic leadership in the 21t century economy

{7

Reasoned Solutions

Human Physical Innovation Globalization
Capital Capital and
Technology

DEMOCRATIC CAPITALISM

Education Policy

Regulatory Policy

Fiscal Policy Committee for
Economic

Democratic Institutions Development®
7
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The “profit equation™. productivity is one of the key sources
of business profits

TOTAL FACTOR PRODUCTIVITY

[
Close gap to Push out
best practice innovation
Ve frontier

™

> PROFITS <
PRICE-WAGE MARGIN ( S MARKET SIZE

¥ :
€5 )
P 2 : Q ‘
€ g‘-!
Hourly Pric;e of Scale of Mix of inputs
wages business production ({labor vs.

output capital)

Note: Total factor productivity growth is a key driver of business profits. Further, gains in total factor productivity (via learning from best practices
or innovation to strengthen business processes) also influence other drivers of profit growth: efficiency helps to reduce cost and lead to better

business products, which can help companies grow their markets.

Source: The Conference Board
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Productivity will play a critical role to rescue US profit
growth performance in coming years

Contributions to real profits growth in the United States, 1948-2018
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Note: Shaded areas represent US recessions
Sources: US Bureau of Economic Analysis, Haver Analytics; calculations by The Conference Board
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US productivity growth shows some signs of recovery. Are
companies automating as cost pressure rise?

US Output per Hour, Non Farm Business Sector, 2009-2019(Q1), %
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Decomposition of US GDP growth shows productivity
recovery to be a tall order to return to past growth rates

GDP Growth Decomposition in Hours and Labor Productivity
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Note: Contributions are in log points, GDP growth rates are presented as percent changes
Source: The Conference Board Global Economic Outlook 2019 (November 2018)
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Enjoy the Window On webcast series? Want more?

Join us on June 26" for our next webcast:
The Future of America’s Heartland

...or reqister for the entire 2019 Window On webcast series

.. Bart van Ark

sy Executive Vice President
828 and Chief Economist

®2 The Conference Board

Do you have suggestions for future topics? We’d love your feedback!
Email us at webcaststaff@tcb.org and let us know which “hot” topics are

most important to you.
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https://www.conference-board.org/webcasts/webcastlistingtype.cfm?webcasttypeid=9
mailto:webcaststaff@tcb.org

Related Resources from The Conference Board

Publications

Global Labor Market Outlook 2019: No End in Sight to Worker
Shortages

- The Conference Board Global Economic Outlook 2019

Webcasts
Using Technology to Address Labor Shortages
May 28, 2019

A
: Economics Watch: Halted Profits: A Tale of Inflation, Wages,

and Earnings
June 12, 2019
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https://www.conference-board.org/global-labor-market-outlook-2019/
https://www.conference-board.org/webcasts/webcastdetail.cfm?webcastid=4046
https://www.conference-board.org/economic-outlook-2019/
https://www.conference-board.org/webcasts/webcastdetail.cfm?webcastid=3975

