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Political Ambitions versus Market Realities

One could assume that the Trump Administration’s goal is to bring
manufacturing jobs back to the US or at the very least, keep remaining jobs
from leaving. Yet, how can an industry like the automotive sector reverse
more than 40 years of evolutionary migration without creating a devastating
impact on local and regional populations and investments in supply chain and
manufacturing infrastructure?

The educational system within the US has not kept pace with the demand for
trained engineers, technicians and other professions to facilitate such a
move. Additionally, more restrictive immigration policy could limit the amount
of talent that can be recruited to fill in vacancies that the US is unable to fill
internally. Any move to bring manufacturing jobs back into the US would most
likely require immense re-engineering and investment in public education on
top of infrastructure investment.

It is happening but perhaps not fast enough. To help meet the burgeoning
demand for skilled technicians, US corporations like John Deere and
Caterpillar have been increasingly investing in technical/vocational education
during the past decade. However, a disproportionate part of parents in North
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America continue to push their children towards traditional college education
even when many technical roles offer greater economic benefit. In contrast,
European countries like Germany and France have done a far better job of
sponsoring on-the-job training or apprenticeship programs to produce the
technical talent they need without the stigma seen in the North American
populations.

While North American technical schools and universities are among the best
in the world, the cost to attend is often out of reach of the students best
equipped to graduate. Perhaps its time for countries like the US to consider
free or subsidized tuition to public universities to help make up this shortfall?

China, on the other hand, continues to gear up for ever greater capacity and
growth. According to data from the World Economic Forum, Chinese
universities graduated 8 million students in 2017 which is double that of the
US for the same period.

These points suggest an opportunity for the NAFTA countries to leverage their
interconnectivity and collective clout to better compete with China. There are
numerous examples to explore since NAFTA's implementation.

Take for example, automotive Tier 1 suppliers Delphi and Continental. Their
presence in Mexico began as manual assembly operations and over the past
30 plus years have evolved into robust design centres in Guadalajara and
Ciudad Juarez. Mexico’s educational institutions have done well in aligning
advanced technical education to provide the talent needed to partner with US
and European marketing and design synergies to create and innovate within
the region.

How can technical roles created over the past 20 to 30 years be moved from
one country to another without deep and serious business and social
consequences? Is the NAFTA economic bloc now fully mature? Are the three
countries prepared for the next wave of innovation and economic growth
happening in Asia? Can the three countries partner better to more effectively
compete with China?

Talent Migration

History has shown that investment will go where better business conditions
are. Any change to NAFTA that diminishes business conditions will likely
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favour the economic blocs within EMEA and APAC if an equitable resolution
isn’t found.

With the advantages that EMEA and APAC have at their disposal, and the
uncertainty surrounding NAFTA, it has left the North American talent market
vulnerable to being solicited by outside forces. As countries such as China
and India continue to grow stronger, talent from North America is vulnerable
to being poached to more lucrative and reliable opportunities.

We are seeing a substantial increase in interest from organizations in APAC
and EMEA and many are now beginning to target the mature and developed
talent within North America. Those candidates who are mobile and flexible
are in a position to reap the benefits of such opportunities.

One only has to look through a corporate org chart of a multinational
organization to find both technical and executive leaders native to all three
NAFTA countries. Further disruption to NAFTA will only cause this phenomenon
to increase.

Automation: The Latest Disruptor

The threat of talent migrating to EMEA and APAC aren’t the only concerns to
consider. With industries constantly looking for the next innovation or
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improvement to efficiency they can find, widespread automation is on the rise
and will have implications for the emerging talent market. One example of
this is Mercedes Benz’s “Factory 56", slated to open in 2020 and said to be a
pioneer in terms of automation.

Markus Schafer, who is the Head of Production Planning at Mercedes Benz,
stated that three things set their new factory apart: “It is more digital than
any other production site has ever been, the site is as flexible as no other
factory, and it brings green production to life.” While the new concept is
expected to reduce the CO2 footprint of Mercedes’ plants, it’s also clear that
automation will play a role in substantially reducing labour costs.

Another example can be seen with the Carrier Corporation’s highly publicized
efforts in 2015 and 2016 to move their plants to Mexico to reduce costs. With
lower wages and lower absenteeism, the move made sense for the company
until President Trump demanded that the company keep jobs and the plant in
Indiana. Trump’s demands provided for a short-term political victory when
Carrier halted the move to Mexico.

However, the victory was short lived when Carrier's parent (United
Technologies) - CEO Gregory Hayes, revealed that to offset the cost of not
moving to Mexico, they would instead be turning to automation. Hayes said,
“we're going to make a $16 million investment in automation at the
Indianapolis factory to drive costs down so that we can continue to be
competitive.” In January 2018, they announced new rounds of layoffs as a
result of the investments in automation.

Bottomline: While there will be new opportunities in technology related to
automation - there will ultimately be a net loss of jobs in other areas of the
population.

Where to from here?

Virtually every modern industrialized nation has investment interests in one
or more of the NAFTA countries and on some level will feel the impact of the
combined forces of automation and the NAFTA renegotiation.

It is my conclusion that there are still far more questions than answers. At the
same time, it's clear that uncertainty and trepidation within the market can
deter or defer further cross-border investment. This means that the health
and survival of corporations and entrepreneurs will be contingent upon
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gaining clarity and an ability to accurately forecast conditions. The workforce
at all levels needs to be ever more open to continuing education and flexible
to the demands of both the regional and global market forces.
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