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Sources of the narrative

Merchandise trade (% of GDP) 1. US trade war

2. Brexit

3. Anti-immigration
sentiment

4. Failing WTO

Merchandise trade
(% of GDP)
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20t cen_tuky vs today’s trade

- Globalisation as arbitrage:

15t unbundhhg
24 unbundling
39 unbundling




Key facts




Just add in services

Merchandise trade (% of GDP)

Merchandise trade
(% of GDP)

World goods & services trade to
GDP (%)

World goods & services
trade to GDP (%)

Merchandise trade
(% of GDP)




Trump’s trade war as reverse
regionalism

Tariffs on US-partner trade high/rising

Tariffs elsewhere falling (Japan-EU,
CPTPP, Canada-EU, etc)

“Reversal regionalism” around the US




Brexit as a tragic example

EU exit movements in rest of Europe
were extinguished.

UK actually is pro-free trade, pro-
globalisation — just objects to Single
Market loss of sovereignty.




Some details




India & China account for much of
the reversal of GVC trade intensity

Gross exports as a share of gross output’ Imported intermediate inputs as a share of
gross output’
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1 Analysis completed for all value chains studied other than resource-intensive value chains.

SOURCE: World Input-Output Database; McKinsey Global Institute analysis




Service
trade is
growing

fast

Global compound annual growth rate,
2007-17

70 Service sectors

Total goods -I 2.4

Total services -- 3.9

Telecom and IT
Business services
IP charges

Tourism?

Finance and
insurance

Transport

Source: MGl report “Globalization in transition”, January 2019



Service & intangibles trade is
underestimated

13.4
S, Trillions, 2017 - 13.0
08 |

Gross services Services Intangibles Free cross-border Adjusted value Goods trade in
trade embedded in provided to digital services!  of services trade value-added

goods trade foreign affiliates" Source: MGl report “Globalization in transition”, January 2019 11




‘Intangibles’ are more important

Corporate investment in intangible assets now exceeds investment in physical assets.

Total private investment in Europe and the United States’
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Exports of
intangibles

IT Consumer goods

B Healthcare Industrials

1,562

United States
275

United
Kingdom
59
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Data flows are booming

Used cross-border bandwidth, global
Terabits per second
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SOURCE: Telegeography; McKinsey Global Institute analysis
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Data flows are changing fast

By 2021, machine-to-machine connections will account for half of all global devices and connections,
but only 5 percent of global IP traffic.

Machine-to-machine Global devices and connections, 2021F  Global IP traffic, by type of device, 2021F
Billion Exabytes (10'® bytes) per year
Smartphones
Connected TVs
e
B Tablets

Others

100% = 100% =
27 .1 billion ' 3,300
networked devices exabytes

Source: MGl




Key points




Service & professional jobs
- not just factory jobs




M O St Most People have Service Secotr Jobs (US, 2016)

Office & Administrative Support

Sales & Related

I Food Preparation & Serving Related

p e O p e Transportation & Material Moving
Education, Training, & Library

Healthcare Practitioners & Technical

WO r k i n Business & Financial Operations
Management
Installation, Maintenance, & Repair
. Personal Care & Service
Building & Grounds Cleaning & Maintenance :
S e rV I C e Computer & Mathematical W Service
Healthcare Support Industry
. Protective Service
b Architecture & Engineering
J O S Community & Social Service
Arts, Design, Entertainment, Sports, & Media
Life, Physical, & Social Science
Legal
Farming, etc

Production
Construction & Extraction

Farm, etc




Think “tasks” not occupations

Many jobs will go but few occupations




Faster than expected
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Tele-
migration




Tele-migration (RI)

People sitting in
one nation &
working in offices
in another.




Telemigration:
Remote Intelligence




Wage gaps make telemigration
profitable

Digitech makes it possible:

4 factors




1

Domestic
telecommuting




2

Online freelancing
platforms




Matchmaking
websites (like
eBay for
services)




3

Machine translation




longer Star Trek

* Google Translate

* Skype Translator

* YouTube Auto-Translate captions
* Microsoft translator




4

Advanced telecoms




Global “talent tidal wave”

1990s: industry

2020s: services




B—

\ LT S
' . . ey
o gl | |
L ]
& * . »

Thanks for RlCHARD BALDWIN

listening /( LL@

S

NB: 15t chapter is f” ol «T %
free on google A DR

books n_ﬁl.ﬂ/ OTICS
UPHEAVAI.

Globalization, Robotics, and the Future of Work




