How Services and Digital Trade Commitments Boost

US Manufacturing Exports

To build a stronger US manufacturing sector, it’s critical to strengthen trade disciplines for services and
digital trade. That’s because manufacturing firms that export their products rely on services like
financing, insurance, and logistics to make overseas sales and maintain strong customer relationships.
But exporters don’t just use services to complete a sale — increasingly, they also produce and market
sophisticated services themselves.

In fact, services have become so integrated into goods that manufacturers now rank as the second
biggest exporter of services from the United States, just after financial firms. US manufacturing-related
services exports generated revenues of over $183 billion in 2024.1 A growing pipeline of new revenue
bolsters US leadership in manufacturing and enables expanded investment at home.

From a trade policy perspective, the takeaway is that disciplines that protect services trade and
investment matter for manufacturers as well as service providers. Digital trade protections are also
essential, since manufacturing-related services are often delivered in digital form.

US exporters integrate digital services into products to help customers optimize production, maintain
equipment and improve worker safety in real time. According to a recent Deloitte survey, many
manufacturing executives now consider it vital to invest in services like data analytics and cloud
computing to stay competitive.?

Consider a few examples of how American manufacturers package digital services into their products:

e Natural gas generators from heavy equipment manufacturer Caterpillar use predictive analytics

to identify and prevent failures, avoiding downtime for repairs.
e Industrial automation provider Rockwell offers monitoring software that integrates with

Microsoft’s cloud capabilities to track and optimize the factory production process.

e Energy equipment maker GE Vernova provides software to consolidate and streamline

monitoring at utility substations, increasing efficiency and reducing the need for inventory.
e Halliburton, also in the energy sector, exports drilling equipment with 3D software to detect

existing wells. This helps operators avoid collisions and prevent dangerous accidents.
e Boeing provides remote, cloud-based tools for maintenance training. The software lets airline

staff study in multiple locations using realistic 3D airplane simulations and continually updated
materials.
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These use cases illustrate why services content makes up nearly a third of the value of US manufacturing
exports. In some of the most sophisticated kinds of manufacturing, services make up an even bigger
share of the pie — 42 percent for American autos, according to the OECD.3

The new reality underscores the need for strong digital trade rules to protect the software licenses,
patents and other high-value content that comes packaged with goods exports. And this will only
become more important as manufacturers increasingly adopt Al.

As it stands, too often the services woven into goods exports hit roadblocks thrown up by foreign
governments.

For example, it's essential for American exporters to be able to easily transfer data back and forth across
borders. This holds true across the board, from hardware makers to retailers to oil and gas firms:
companies are constantly transferring data across borders on everything from basic details for billing to
complex information like digital instructions to allow remote Al use. Yet the number of countries that
require data to be processed or stored locally has nearly doubled in the last decade, creating a
disruptive threat to the US export sector.*

US firms should also be protected from discriminatory measures that restrict access to American cloud
or other services based on sovereignty criteria — another growing risk. And manufacturers need to know
that their digitally enabled services won’t be impeded by overly complex Al rules. Lately, major US trade
partners have been adopting Al regulations that present compliance challenges.

All these developments highlight the need for robust trade rules and enforcement that will benefit
manufacturers, as well as service suppliers.

The administration has made important progress towards addressing such barriers. A White House
memo clearly identified excessive foreign restrictions on digital services as unacceptable. Various
Agreements for Reciprocal Trade (ARTs) have included commitments to allow cross-border commercial
data flows and prohibit discrimination against digital products and services. Also vital is the
administration’s support, both in the WTO and in ART deals, for a ban on duties on e-commerce.

But the scale of the challenge requires prioritizing strong commitments and enforcement on the services
side, as well as for goods. US manufacturers are constantly finding innovative new ways to leverage
services so they can export high-value, differentiated products. The advent of Al will only accelerate that
development. To safeguard such innovations -- and the growth of US manufacturing exports -- it will be
critical to bolster protections for services and digital trade and investment.
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