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Rise of the “Rest”  

Economic growth goes global 
 Consumption in the developing world growing three times rate of developed world 

 In 1980, developing economies accounted for 31% of global GDP – 47% by 2009 

 In 2000, developing economies represented 83% of world population and 18% of global 

private consumption. In 2012, developing economies represent 85% of world 

population but now account for 30% of global private consumption 

 

Possible explanations: 
 Demographics 

 Advantage of backwardness 

 “End of history” 

 Technology 

 

Past results do not guarantee future performance 

 

  



Don’t Believe the Hype 

History’s demise greatly exaggerated 

 

End of easy growth and the “middle-income trap” 

• Fueled by demographics, capital investment, stability and exports 

• Democratic tipping point = $10-15k per capita income 

• Commodity crash 

 

Has ship sailed on off-shoring? 

• High opportunity costs for green-field manufacturing facilities 

• Rising overseas wages, supply chain management and shipping costs may be 

sparking re-shoring renaissance  

 



Sales Instead of Statistics 

Rising “rest” = new customers 
 95% of world’s customers live outside of 

US, but so does 95% of globe’s population 

Growing middle class: 

2010:  1.8 billion 

2020:  3.2 billion 

2030:  4.9 billion 

85 % of this growth in Asia 

 

 

  

Thinking beyond BRICS (sort of): 

1.  Brazil 

2.  India 

3.  Colombia  

4.  Indonesia 

5.  Mexico 

6.  South Africa 

7.  Turkey  

8.  Vietnam 

 

  

But beware the billions!  Better ways to identify growing markets. 

 
Car sales 2010 (millions): PRC=9.4;US=5.6;Ger.=2.9;Brazil=2.7;India=1.9;Indonesia/Turkey/Mex≈500k S. Africa=279k 

 



Alphabet Soup of Exporting Support 

Ex-Im : Export-Import Bank of the United States 

OPIC : Overseas Private Investment Corporation 

SBA : Small Business Administration 

USDA : US Department of Agriculture 

 

And a few others . . .  

 Commerce, DoD, DOE, MCC, State, TDA, Treasury, USTR, etc. 

   

 

 

 

 

 

 

 

“We will double our exports in the next five years” – Barack 

Obama in his 2010 State of the Union Speech. 



Pitfalls and Problems 

Another helping of alphabet soup: 

 FCPA, OFAC,  

 

Opportunity costs: 

 Market research  

 Export compliance 

 Payment solutions: letters of credit vs open credit 

 IP issues 

 Due diligence 

 Contract enforcement 

 



China - a Case Study of Economic 

and Political Market Analysis 



Bullish on China – Search for Superlatives 

 

 Huge population – 1.34 billion – largest in the world  

 

 Booming economy – growth rates of more than 9% for almost 30 years – fastest in recorded 

history 

 Slow growth by Chinese standards – 7.8% in 2012 

 Slow but steady growth between 5-9% though 2030 

 Second largest economy in the world and expected to surpass US sometime about 2030 

 N.B. note this expected eclipse of US is based on PPP calculation of GDP 

 

 Exploding middle class – Between 120-155 million “middle class” Chinese in 2010 

 Growing at rate of 10% annually 

 Total private wealth available for investment about $9.6 trillion 

 China now has more billionaires than any other country 

 By the middle of this decade, average income expected to be about $13k  

 

“Demand for items the middle class consumes and demands from government – from 

advanced education to health services – is exploding”  

    Carnegie Endowment (July 2012) 



Believing the Hype: Facts and Figures 

China is “not really an emerging market. It’s emerged.”  

                  Sean Maloney, Chairman Intel China (2012) 

 

 World’s largest energy market, expected to grow about 12%  annually 

 Largest automobile market in world, but only one in six Chinese own car 

 Largest on-line population (about 450 million) and expected 700 million 

by 2015 

 Almost one billion mobile users in China  

 Luxury goods market estimated at $27 billion in 2015 (bigger than Japan) 

 Healthcare market valued at $1 trillion by 2020 
 

 

“There is no better advice to be given to the merchants of the United States than to push their commerce 

to the East Indies [i.e. China] as fast and as far as it will go.”  John Adams (1785) 

 



Bearish on China – The Boom is Over 

 Aging population: - End of “demographic dividend” 

 By 2035, China will have 25% of the world’s population aged 60 and above 

 Fertility rate at 1.4, well below replacement rate of 2.1 

 

 Slowing economy – lowest GDP growth in years 

 Systemic problems in banking and real property sectors 

 Over-reliance on state-owned enterprises, accounting for about 26% of total 

production 

 

 Income inequality – increasing urban/rural divide 

 Per capita income of China’s 750 million rural/migrant workers about $1,400 

 Per capita income of China’s 550 million urban residents about $11,400 

 Average annual income of about $13k “tipping point” for political reform 



Laundry List of Woes 

“On the economic front, growth is about to slow down. Demographic aging, resource constraints, 

stalled economic reforms and environmental degradation are almost certain to depress China’s 

growth potential.” - Mexin Pei (2011) 

 

 Endemic corruption among political elites 

 Energy constraints 

 Environmental degradation 

 Stagnating authoritarian regime 

 End of easy growth  previously fueled by  “advantage of backwardness,” cheap/abundant 

human capital, massive infrastructure spending  

 Stuck in “middle income trap” 

 

“If you are a poor peasant, all you are worried about is getting food on the table for your family. 

But as you get more educated, you can worry about things like, ‘Does my government allow me to 

participate.’ Your world outlook then changes. There is no reason why this should not happen in 

China.” – Francis Fukayama (2011) 

 

 



Supplemental Information on 

Selected Federal Export Support 

Programs 



Federal Export Support Programs: 

Working Capital 

 

 Programs administered by Ex-Im and SBA 

 Encourage access to commercial credit by reducing commercial bank’s exposure 

 Commercial bank will extend credit – Ex-Im/SBA guarantee up to 90% (principal and interest) 

 

Ex-Im program highlights: 

 At least 50% US “content”  

 Exporter must have at least one-year operating history 

 Product must ship from US to foreign buyer 

SBA program highlights: 

 $5 million max and generally 12-month maturity 

 Note: no content or operating history requirement 
 

SBA’s Export Express Program:  

 stream-lined short-term financing of up to $500k 

  businesses have to have one-year operating history  

 proceeds must be used enhance export development (new equipment to trade shows) 

 

 



Federal Export Support Programs: 

Export Credit Insurance 

Ex-Im Insurance: 

 Insures against  buyer non-payment and political risk  

 Enables exporters to extend credit to foreign buyers 

 Allows financing of receeivables as policies can be assigned to lenders 

 Short term policy: 

 Must contain at  least 50% US content and must ship from US 

 Up to 360 day for capital goods; 180 day for  most other exports 

 Medium term policy: 

 Up to 85% of US content eligible for insurance 

 Multi-buyer policy 

 Can cover more than one  

 

OPIC also offer political risk insurance 

 

 

 

 

 



Federal Export Support Programs: 

Ex- Im International Buyer Financing 

Ex-Im Medium and long-term guarantees 

 Generally guarantee up to 85% of loan  for  US content (including interest) 

 No minimum or maximum size 

 Coverage of some type available in most countries  (excluded countries include Iran, N. Korea, Cuba, Haiti, 

Somalia, etc) 

 Cover up to 30% of local costs (generally ancillary services including legal or banking fees) 

 Subject to economic and environmental impact studies: 

 Economic impact – e.g. if capital goods exported will allow increase in foreign production by 1% or 

more of total US production, project may be rejected 

 Environmental impact – includes a carbon policy and often results in a balancing act  

 Cannot support exports of military or defense products and services (with some exceptions), nor can we support 

purchases made by military buyers. 

 

Ex-Im Direct Lending 

 Ex-Im wants to avoid competing with domestic banks, but increased direct lending when credit markets dried 

up 

 Many of same issues /restrictions as above 

 Up to 18-year term for renewable projects, but generally between seven to twelve years 

 Required to ship on US-flagged carriers (other transactions below $20m usually exempt from this requirement) 

 

 

USDA also guarantees loans made to foreign buyers of US agricultural products 

OPIC provides both loans and guarantees for infrastructure 

 
 

 
 

 



Export Support – Useful Links 

Export controls:  http://www.bis.doc.gov/licensing/exportingbasics.htm 

Export promotion: http://export.gov/ 

Ex-Im Bank:  http://www.exim.gov/ 

International Trade Administration:  http://trade.gov/ 

SBA export programs:  http://www.sba.gov/category/navigation-

structure/starting-managing-business/managing-business/exporting-

importing 

Tennessee ECD:  http://www.tn.gov/ecd/tntrade/ 

USDA export programs: 

http://www.fsis.usda.gov/regulations/export_information/index.asp 
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