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International trade and investment support more 
than a quarter of a million jobs in Minnesota. The 

majority of trade jobs are in the manufacturing and 
agricultural sectors, industries that can be harmed 
by unilateral trade actions which threaten key trad-
ing partners. Manufacturers especially rely on 
access to intermediate goods from around the world 
to keep the prices of their exported finished goods 
competitive.

While support from Minnesota’s congressional 
delegation for free trade agreements has varied over 
the years, the important role of trade has recently 
received bipartisan recognition. In 1993, only three 
representatives and one senator from Minnesota 
voted in favor of the North American Free Trade 
Agreement (NAFTA). In 2011, elected officials from 
Minnesota were nearly unanimous on the vote for 
the u.S.–Korea Free Trade Agreement.

Free trade agreements (FTAs) like NAFTA help 
to lower tariffs and non-tariff barriers. However, 
Congress has not voted on a new FTA since 2011. 
Minnesota’s elected officials should work with the 
Trump Administration to lower barriers to trade 
through negotiating new FTAs, as well as hold the 
President accountable during attempts to increase 
existing barriers.

Exports Support Minnesota Jobs
In 2016, Minnesota’s goods exports were valued at 

roughly $20.6 billion. Nearly nine of every 10 of the 
more than 8,000 exporting businesses in Minnesota 
were small and medium-sized businesses. Minne-
sota’s goods exporters supported over 118,000 jobs 
in 2016. Seventy-five percent of the jobs attributed 
to exports are in sectors that produce manufactured 
goods.1  Minnesota service exports grew by 78 per-
cent—to $10 billion—between 2006 and 2016, sup-
porting more than 63,000 jobs.2

As shown in Chart 1, Minnesota’s top export 
industry is computer and electronic products, with 
exports valued at $3.7 billion in 2017—roughly 18 per-
cent of the state’s total goods exports. The remaining 
categories for Minnesota’s top five export industries 
are machinery ($3.3 billion), miscellaneous manufac-
tures ($2.1 billion), transportation equipment ($2.1 
billion), and processed foods ($1.7 billion).3

Two of the top five export markets for Minneso-
ta goods are Canada and Mexico, the u.S.’s NAFTA 
partners. In 2017, Minnesota businesses exported 
$4.3 billion in goods to Canada and $2.4 billion in 
goods to Mexico, representing almost one-third of 
all goods exports from Minnesota. China ($2 bil-
lion), Japan ($1.3 billion), and Germany ($887 mil-
lion) round out Minnesota’s top five export markets. 
In 2017, Minnesota exported $9.3 billion in goods to 
the u.S.’s 20 FTA partners—roughly 45 percent of 
the state’s total goods exports.4

Agricultural Trade Is Vital for Minnesota
Minnesota is the fourth-largest exporter of agri-

cultural products in the u.S., with exports valued 
at roughly $7.1 billion in 2016. Its top agricultural 
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exports are soybeans ($2.1 billion), corn ($959 million), 
feed ($738 million), and pork ($717 million).5 Since 
2000, Minnesota’s agricultural exports have grown by 
more than 200 percent and new FTAs, as well as inter-
national organizations like the World Trade Organiza-
tion, have helped contribute to this success.6

Some of Minnesota’s top export markets for agri-
cultural products are Canada, China, Japan, Mexico, 
and South Korea. Many countries, including the unit-
ed States, have high barriers for trade in agricultural 
goods and FTAs help to tear down those barriers. The 
Trans-Pacific Partnership (TPP), for example, would 
have opened up new markets for agricultural exports 
from Minnesota. The u.S. International Trade Com-
mission estimated that the TPP would have increased 
exports of agricultural goods by $7.2 billion by 2032.7 
The agreement eliminated the majority of pork tar-

iffs in Japan, Malaysia, and Vietnam, not only open-
ing markets for pork exports, but also increasing the 
potential for an increased demand for feed.8 Regretta-
bly, the u.S. is no longer a party to the TPP.

Minnesota Manufacturers Need Imports
Competitively priced intermediate goods, sourced 

domestically or internationally, are vital for Min-
nesota’s more than 8,000 exporting companies.9 
In 2016, Minnesota imported $27 billion in goods, 
including intermediate goods such as crude oil, 
potassium chloride, and various parts for machinery 
and vehicles.10 Besides being key export markets for 
Minnesotan businesses, Canada and Mexico are also 
the source of many imported goods for Minnesota. In 
fact, 84 percent of Minnesota’s imports from Canada 
and Mexico in 2016 were intermediate goods.11
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Impact on Minnesota from the Trump 
Administration’s Tariff Plan

In March 2018, President Trump imposed tariffs 
on steel and aluminum imports of 25 percent and 10 
percent, respectively. America’s closest trading part-
ners were exempt from these tariffs, imposed under 
Section 232 of the Trade expansion Act of 1962, until 
May 31, 2018, when the President then imposed them 
on Canada, Mexico, and the european union.12 The 
tariffs were imposed under the guise of protecting 
u.S. national security, but are now being used as an 
attempt to negotiate away alleged “unfair trade prac-

tices” of trade partners. A recent study estimates that 
the state of Minnesota could lose more than 8,000 
jobs as a result of this action.13

American manufacturers are feeling the immedi-
ate effects of these tariffs, with domestic steel prices 
increasing by more than 40 percent in a matter of 
weeks.14 At present, the u.S. is also facing potential 
retaliation from its trading partners on products 
ranging from pork and dairy to electronics and vehi-
cles. Angela Hofmann, deputy director of Farmers for 
Free Trade, stated, “These tariffs will exact imme-
diate and painful consequences on many American 
farmers.… Farmers need certainty and open markets 
to make ends meet. Right now they are getting chaos 
and protectionism.”15

The Administration is also preparing to impose 
tariffs on imports from China following an inves-
tigation on Chinese trade practices under Section 
301 of the Trade Act of 1974. China, in response to 
the Trump Administration’s plan,16 has threatened 
to retaliate with tariffs on u.S. agricultural exports. 
Minnesota farmers and ranchers could face direct 
negative impacts if tensions between the u.S. and 
China continue to rise. A recent report estimates that 
American “farmers would see a ‘hit’ of 6.7 percent to 
their net incomes, and jobs in the sector would drop 
by over 67,000” if the proposed tariffs are imposed 
and China retaliates.17 With agricultural products as 
the likely target from China, Minnesota is estimated 
to lose 2,300 jobs.18

Foreign Direct Investment Creates Jobs
The benefits of foreign direct investment (FDI) to 

trade are often overlooked. Just as with the exchange 
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Worldwide, LLC, April 30, 2018, http://tradepartnership.com/wp-content/uploads/2018/04/China-301-Tariffs-FINAL.pdf 
(accessed June 12, 2018).

18. Ibid.

Canada

United Kingdom

Germany

Japan

France

heritage.orgIB4866

SOURCE: U.S. Department of Commerce, Bureau of 
Economic Analysis, “Activities of U.S. A�liates of Foreign 
Multinational Enterprises: Preliminary 2015 Statistics,” 
https://bea.gov/international/fdius2015_preliminary.htm 
(accessed June 12, 2018). 

2015 EMPLOYEES (PRELIMINARY)

Minnesota’s Top Five Sources 
of Foreign Investment Jobs

CHART 2

22,800

18,300

10,800

8,300

7,400

https://www.heritage.org/press/heritage-expert-tariffs-are-fact-big-job-killers
http://tradepartnership.com/wp-content/uploads/2018/06/232RetaliationPolicyBriefJune5.pdf
http://steelbenchmarker.com/files/history.pdf
https://www.politico.com/newsletters/morning-trade/2018/06/05/an-anti-tariff-lobbying-blitz-with-little-to-show-for-it-242046
https://www.politico.com/newsletters/morning-trade/2018/06/05/an-anti-tariff-lobbying-blitz-with-little-to-show-for-it-242046
https://www.heritage.org/trade/report/the-white-house-needs-better-guidance-its-new-china-trade-policy
http://tradepartnership.com/wp-content/uploads/2018/04/China-301-Tariffs-FINAL.pdf


4

ISSUE BRIEF | NO. 4866
JuNe 15, 2018  

of goods and services, the exchange of capital creates 
millions of American jobs. Roughly 111,700 Minneso-
tans were employed by foreign-owned companies in 
2015, representing 4.5 percent of all private-sector 
employment and roughly 40 percent of manufactur-
ing employment.19 As shown in Chart 2 Minnesota’s 

top five sources of FDI employment represent nearly 
61 percent of all FDI jobs in the state: Canada (22,800 
jobs), the u.K. (18,300 jobs), Germany (10,800 jobs), 
Japan (8,300 jobs), and France (7,400 jobs).20

examples of how FDI benefits local communi-
ties are abundant. Daikin Applied, a Japan-based 
HVAC manufacturer, has two plants in Minnesota 
that currently employ about 900 Minnesotans. In 
May 2018, the company announced plans to expand 
its manufacturing plant in Faribault, Minnesota. 

“We know that our company only grows when our 
people grow,” said Matt Alexejun, Senior Director 
of Human Resources for Manufacturing for Daikin 
Applied. “So we invest not just in the best training 
for our employees; we extend that commitment into 
the community by offering programs and training 
opportunities at local high schools and colleges.”21

Smith’s Medical, a division of u.K.-based Smith’s 
Group, produces and sells medical devices. The com-
pany has a headquarters in Plymouth, Minnesota, 
that in 2014 employed approximately 400 employ-
ees. Since 2014, Smith’s Medical has expanded, add-
ing 100 additional jobs in the state.22 “The decision 
to consolidate in the Twin Cities allows us to capi-
talize on the great talent and business environment 
region,” stated CeO Jeff MacCaulley.23

Cirrus Aircraft, owned by the Chinese Aviation 
Industry Corporation, announced in 2016 that it 
planned to build a $12.7 million painting and finish-
ing facility in Duluth, Minnesota. The aircraft man-
ufacturer already employs 675 people. The new plant 
will create an additional 150 jobs. Katie Clark Sieben, 
Commissioner of the State economic Development 
Department, stated, “We are fortunate to have a 
company of this caliber in Minnesota and thankful 
for their commitment to Duluth and the state.”24

19. Organization for International Investment, “Foreign Direct Investment Supports the Jobs Minnesota Needs,” 
https://ofii.org/sites/default/files/Minnesota_3.pdf (accessed June 11, 2018).

20. U.S. Department of Commerce, International Trade Administration, “Minnesota Exports, Jobs, and Foreign Investment Report,” pp. 1–2.

21. “Japan-Based Daikin Applied Eyes Faribault, Minnesota, Manufacturing Hub,” Area Development, May 18, 2018, 
http://www.areadevelopment.com/newsItems/5-18-2018/daikin-applied-manufacturing-facility-faribault-minnesota.shtml 
(accessed June 12, 2018).

22. Teree Caruthers, “Minnesota Attracts Foreign Investment Because It Has the Whole Package,” Livability, October 27, 2015, 
https://livability.com/mn/business/minnesota-attracts-foreign-investment-because-it-has-the-whole-package (accessed June 12, 2018).

23. Joe Carlson, “Smith’s Medical Will Move Headquarters to Plymouth,” Star Tribune, December 14, 2014, 
http://www.startribune.com/smiths-medical-will-move-headquarters-to-plymouth/285547071/ (accessed June 12, 2018).

24. News release, “Cirrus Aircraft Corp. Expanding in Duluth,” Minnesota Department of Employment and Economic Development, March 7, 2016, 
https://mn.gov/deed/newscenter/press-releases/?id=1045-190847 (accessed June 12, 2018), and Caruthers, “Minnesota Attracts Foreign 
Investment Because It Has the Whole Package.”
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Trade Is Not Responsible for Job Losses
Critics claim that trade has destroyed millions 

of American jobs, including jobs in Minnesota. As 
shown in Chart 3, the data simply does not support 
this claim. Trade allows new jobs to be created in 
more efficient sectors while some jobs in less efficient 
sectors are eliminated. Despite these job changes, no 
net job loss has occurred as a result of trade. Since 
NAFTA was implemented in 1994, Minnesota has 
added nearly 568,400 new private-sector jobs.25

Support for Free Trade by Minnesota 
Legislators

As demonstrated in Chart 4, support for free 
trade from Minnesota’s congressional delegation 
has varied over the years. In 1993, only three Repre-
sentatives and one Senator from Minnesota voted in 
favor of NAFTA. However, the 2011 votes for the u.S.–
Korea Free Trade Agreement and the u.S.–Panama 
Free Trade Agreement exhibited vast, bipartisan 
support from Minnesotan officials. Both Senators 
supported the agreement with Korea and all but two 

Representatives voted in favor. Three Representa-
tives and one Senator voted against the agreement 
with Panama, but overall support from the delega-
tion was still strong.

At present, Members of Congress are being put to 
the test as President Trump has imposed tariffs on 
steel and aluminum through unilateral measures. 
Congresswoman Betty McCollum (D–MN) released 
a statement after the President chose to enforce these 
tariffs on u.S. allies.26 elected officials from Minneso-
ta have also written letters to the President express-
ing their concern for his moves to impose tariffs on 
solar panels and modules and on Chinese imports.27

The Constitution gives the legislative branch the 
power to regulate commerce and Congress has made 
efforts to exercise that power. Minnesota’s elected 
officials should work with the Trump Administra-
tion to lower barriers to trade. They should also 
amend u.S. trade law to ensure that any attempts by 
a President to increase existing barriers to trade are 
coupled with full analysis of the impacts of such bar-
riers on the u.S. economy as a whole.

25. U.S. Department of Labor, Bureau of Labor Statistics, “State and Area Employment, Hours, and Earnings (1990–2018),”https://www.bls.gov/sae/ 
(accessed June 12, 2018).

26. News Release, “McCollum Statement on President Trump’s Tariffs on American Allies,” Office of Congresswoman Betty McCollum, June 1, 2018, 
https://mccollum.house.gov/media/press-releases/mccollum-statement-president-trumps-tariffs-american-allies (accessed June 12, 2018).

27. Representative Erik Paulsen and Representative Scott H. Peters et al., “Letter to The Honorable Robert E. Lighthizer,” May 15, 2018, 
https://paulsen.house.gov/uploads/AmbLighthizer.MedDeviceTariffs.5.15.18.pdf (accessed June 12, 2018), and “Letter to President Trump 
from Minnesota Officials,” Inside Trade, February 23, 2018, https://insidetrade.com/sites/insidetrade.com/files/documents/2018/feb/
wto2018_0089.pdf (accessed June 12, 2018).

NAFTA

WTO

China PNTR

CAFTA-DR

Colombia

Korea

Panama

1993

1994

2000

2005

2011

2011

2011

234

288

237

217

262

278

300

200

146

197

215

167

151

129

3

5

3

3

4

6

5

61

76

83

55

66

83

77

38

24

15

45

33

15

22

5

3

5

5

4

2

3

1

1

1

1

0

2

1

1

1

1

1

22

00

11

U.S. HOUSE OF REPRESENTATIVES

All MembersTrade Agreement MINNESOTA All Members MINNESOTA

U.S. SENATE

Votes For Against

CHART 4

SOURCE: Govtrack.us, https://www.govtrack.us/ (accessed June 12, 2018).

How Minnesota Voted on Trade Agreements

heritage.orgIB4866

https://www.bls.gov/sae/
https://mccollum.house.gov/media/press-releases/mccollum-statement-president-trumps-tariffs-american-allies
https://paulsen.house.gov/uploads/AmbLighthizer.MedDeviceTariffs.5.15.18.pdf
https://insidetrade.com/sites/insidetrade.com/files/documents/2018/feb/wto2018_0089.pdf
https://insidetrade.com/sites/insidetrade.com/files/documents/2018/feb/wto2018_0089.pdf


6

ISSUE BRIEF | NO. 4866
JuNe 15, 2018  

Minnesota Needs Free Trade
Trade undeniably benefits Minnesota. Interna-

tional trade and investment support more than a 
quarter million jobs in the state, and Minnesotan 
farmers and ranchers need free trade agreements to 
lower barriers for agricultural exports in new mar-
kets. Manufacturers in Minnesota rely on competi-
tively priced intermediate goods, like steel and alu-
minum, to export finished products around the world. 
As the Trump Administration attempts to renegoti-
ate NAFTA and seeks agreements with other coun-
tries, Minnesota’s congressional delegation should 
ensure that the goal of these negotiations is to lower 
tariffs and non-tariff barriers in the u.S. and abroad.

—Tori K. Whiting is Jay Van Andel Trade Economist 
in the Thomas A. Roe Institute for Economic Policy 
Studies, of the Institute for Economic Freedom, at The 
Heritage Foundation. Lauren Bowman is Research 
Assistant in the Roe Institute. Corianna Baier, member 
of The Heritage Foundation’s Young Leaders Program, 
made valuable contributions to this report.
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