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Introduction

In this edition of “The Connection’ the basics of international trade
will be summarized, and its relationship to the economic health of
major metropolitan areas will be reviewed.

Understanding the trade structure that provisions much of the
modern world’s goods and services benefits anybody who would
wish to understand such an indispensable facet of our globalized
world — to which we are all connected and dependent.”

At the end of this guide, a brief listing of some relevant sources of
information will be provided as a starting point for further research
for anyone interested in learning more.

* Historically, cities have always been significant centers of commerce. However, the volume and
complexity of phenomena such as supply chains have economically connected most cities in the world
to the larger economy more tightly than éver before.



Why Trade?

Cities trade goods for the same reasons that people do. Because they value what they receive more
than what they must give up in exchange for it. Of course, it might be more helpful to ‘disaggregate’ and
think of ‘cities’ as composed of groups of people engaged in trade as either producers (working for a
firm) or simply consumers (buying what firms make). However, the conclusion remains intact
regardless: Cities trade to make their communities better off.

Indeed, major metropolitan areas, such as DFW, depend on the ability to trade globally for their
prosperity. In the interconnected economy in which we live, cities both facilitate and grow due to the
commerce that now flows across more borders than ever before. Trade-based income flowing in from
outside the local economy represents a natural ‘multiplier effect’ of exchange. Such earnings are a net
benefit that can increase local employment and spending power. Such gains can then lead to a cycle of
prosperity, as higher employment leads to more production, which then leads to more trade, etc.

The overall net benefits of international trade for the U.S. have been estimated to amount to up to 8%
of GDP. To focus more specifically on the city level, metro areas exported about $1.7 trillion worth of
products in 2023 alone. For DFW, the dollar value of all trade is estimated to have been $84 billion in
2021. As sources of such potential for growth and development, it is important that cities seek to
maintain sustainable ties to trade networks.



Estimate of U.S. Gains From Trade

Above: NBER 2018



Characteristics of Top Exporters

The top exporting metro areas in the U.S. tend to be large hubs of
concentrated economic activity. They also often host more productive firms
than relatively minor areas.

Larger cities play a crucial role in contributing to and benefiting from the
broader state-wide economies, of which they are an essential part. This is
evident in the case of business-centric Texas, which hosts five of the top
fifteen exporting Metropolitan Statistical Areas (MSAs) in the U.S. as of
2022.

In addition, major trading cities possess infrastructure that eases and
cheapens the cost of business activities. Part of this capability of density
comes from the spatial arraignments of a dense population core. Usually,
with immediate access to peripheral centers of production and commerce
(such as suburbs) to complement and enhance operations ongoing in the
‘center.’




Top Exporting Metros in U.S. (2022)

ITA, 2024



DFW International — A Case Study in Infrastructure

DFW International Airport is a remarkable piece of \

infrastructure that has fueled the metroplex’s growth since its
construction. For example, in 2018, the 832,913 metric tons of
trade it facilitated was valued at $55 trillion.

Overall, the airport brings in at least $16 billion in activity to the
metroplex annually. It is also responsible for supporting over
160,000 jobs worth over $9 billion a year created via ripple
effects throughout the Texan economy.

Export sales are most concentrated in electronics, aviation, and
machinery goods. China, Japan, Vietnam, and South Korea are
the top destinations for most exports.



DFW International Stats

DALLAS-FORT WORTH INTERNATIONAL AIRPORT:
ALL TRADE, 2003-2018
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Shipping activity through this airport
accounted for $55.0 BILLION in trade in 2018,
118 percent more than in 2003 ($25.2 billion).

Left, Right: Texas Comptroller 2018



How Cities Can Help Boost Trade

Attracting and maintaining industrial sectors that generate revenue and employment is one of the most
salient features of economic planning at both regional and local levels. Navigating the challenges and
opportunities in policy mixes this engenders may be considered the defining function of cities in our
interconnected world.

There are many approaches cities can take to boost trade volumes. The most ubiquitous involve tax
incentives. Strategically attracting new or keeping existing firms that complement the labor base of a
local area is a standard tool cities can use to boost economic activity. The underlying goal of this
strategy is to incentivize businesses that bring in outside money and employ an acceptable number of
locals so that the revenue the business earns directly benefits the local community.

The most fundamental reform localities can undertake is increasing educational attainment in its
broadest sense. This attainment should encompass both academic and technical/skills-oriented
training. It is well established that a more educated workforce will attract more productive enterprises
that will pay relatively more to employ them than a less educated one. Cities can undertake various
measures to increase access to educational opportunities, such as subsidization, public-private
partnerships, or other methods. See sources for more suggestions.
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Questions or comments?
Please contact us at

economicengine@utdallas.edu

or visit us at
https://economicengine.utdallas.edu/

to the Economic Development Update, released the
second and fourth Wednesday of every month.
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