


The Information Technology and Innovation Foundation (ITIF) is a 
Washington, D.C.-based think tank at the cutting edge of  
designing innovation policies and exploring how innovation will 
create new opportunities to boost economic growth and improve 
quality of  life. ITIF focuses on: 

  

 Innovation “verticals”: energy, life sciences, telecom, 
manufacturing, and Internet and IT transformation 

 

 Innovation “horizontals”: trade, tax, talent, and tech policy 

 

 “Innovation economics” as an alternative to mainstream 
economics 
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3 Policies to Support Advanced Manufacturing  



Manufacturing Remains Vitally Important to U.S. Economy  

 Contributes 12% of U.S. GDP; supports 12M jobs. 

 Accounts for 86% of U.S. goods exports. 

 Perform 70% of U.S. R&D and employs 2/3rds of U.S. 

scientists and engineers.  
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But the 2000s Significantly Damaged U.S. Manufacturing 

5 



U.S. Manufacturing Employment Fell One-Third 
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Source: Innovation Economics, ITIF, 2012 
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Source: Worse Than the Great Depression, ITIF, 2012 
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A Rate of  Loss Far Worse Than Peer Countries 

Percent Change in Manufacturing Jobs in Select Countries, Adjusted for Population Growth, 1997-2010  
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61% - 2000s 

But Not Principally Because of  Productivity Gains 

56% - 1990s 

Source: Innovation Economics, ITIF, 2012 
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13 of  19 Manufacturing Industries Producing Less in 2010 Than in 2000 

9 
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Because U.S. Manufacturing Value-Added Fell 
Manufacturing Value-Added, 2000-2010 
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Including in High-Technology Exports 

Trade balance in high-technology goods, by region/country: 1995–2008 
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And U.S. Share of  Global High-Tech Exports Fell 

Share of global high-technology exports, by region/country: 1995–2008 
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A U.S. Manufacturing Renaissance? 

 500,000 new manufacturing jobs since 2010. 

 6.2% inflation-adjusted growth in mfg. output in 2012. 

 GE Reshoring; Airbus, Michelin, Siemens, Rolls Royce, etc. 

opening new U.S. manufacturing facilities. 

 Natural gas costs 1/3 German levels;  

1/4 China and Japan’s.  
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A U.S. Manufacturing Renaissance? 

 2013 U.S. manufacturing output remains 4% below 2007. 

 Manufacturing trade balance worsened 11% from 2010-2012; 

2012 worst U.S. manufacturing deficit in U.S. history (-$687B). 

 Imports now control a greater share (38%) of U.S. markets for 

advanced manufacturing goods than ever before. 

 

 

 

 

 

“There’s simply no statistical evidence of 

a broader renaissance at this point.” 

Daniel Meckstroth, Chief Economist, MAPI 

April 1, 2013 
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Reasons for Renewal: 

• Increased foreign wages 

• Declining value of dollar 

• Renewed domestic energy production 

• Increased global shipping costs  

 

Reasons for Decline: 

• Plenty of low-wage foreign labor still available 

• U.S. currency is global reserve currency 

• Massive “trade mercantilism” by our competitors 

• Lack of U.S. manufacturing strategy 

U.S. Manufacturing: Renewal or Decline? 
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3 Policies to Support Advanced Manufacturing  



1. Do Nothing, Since Manufacturing 

Doesn’t Matter 
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Three Camps About What to Do About This 



2. Manufacturing Matters; we Just need to 

Get the “Business Climate” Right 

 If  we just get our costs low enough, 

American manufacturing will be fine. 
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Three Camps About What to Do About This 
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Projected Manufacturing Costs by 2015 

Source: Boston Consulting Group 



But U.S. Manufacturing Costs Are Not the Problem 

Source: Numbers Based on Analysis of Data from on MAPI and Manufacturing Institute 2011 Report on The Structural Cost Of U.S. Manufacturing. October, 2011 
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The U.S. has been the “first mover” and then lost virtually all 

market share in a wide range of material and product 

technologies, including: 

  Semiconductor memory devices  

  Semiconductor production equipment such as steppers 

  Lithium-ion batteries 

  Flat panel displays 

  Robotics 

  Solar cells 

  Advanced lighting 

 Oxide ceramics 

U.S. Failing to Commercialize Technologies it Invents 



23 

Erosion of  the U.S. Industrial Commons 

Shih and Pisano: Restoring American Competitiveness 



3. Manufacturing Matters; But America 

Needs to Compete through Innovation 

and Productivity 
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Three Camps About What to Do About This 
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3 Policies to Support Advanced Manufacturing  



• Cutting business taxes and expanding incentives for investment. 

 

• Funding generic, sectoral-based manufacturing R&D centers. 

 

• Funding SME manufacturing technical assistance. 

 

• Funding manufacturing technician skill development. 
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What Our Competitors Are Doing 



Flickr: marzzelo 

Flickr: Alan Miles NYC 
Flickr: Nedral 

Get the 4 “Ts” Right 
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Technology 

 Increase federal investment in R&D, particularly 

industrial R&D. 

 Launch a National Network for Manufacturing Innovation. 

   Perform applied R&D across a range of technologies. 
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Tax 

 Reduce the effective corporate tax rate; tax rates on 

manufacturers are the highest of 20 OECD nations. 

 Enhance incentives for investment in R&D, capital 

equipment, and workforce training. 
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Talent 

 Fund engineering co-op programs between universities 

and industry. 

 Develop a national skills standards system and support 

training and co-op programs. 
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Trade 

 Contain foreign trade mercantilism, especially from the 

BRICs. 

 Complete a high-standard T-TIP Agreement. 
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Conclusion: Smart Policies Matter 

30% of all German companies 

attribute their innovations “to 

improved research and innovation 
policies at the federal level.” 



 

facebook.com/innovationpolicy 

www.innovationfiles.org    

www.youtube.com/techpolicy 

www.itif.org 

Twitter: @sjezell 

 

Follow ITIF: 

Thank You 
Stephen Ezell 

sezell@itif.org 


