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In recent years, the BBC launched a popular paintings
authentication program named Fake or Fortune which used various
modern technologies to tell if some so-called masterpieces were
authentic. It turned the appraisal process that had been dominated
by a few authoritative experts with their experience and intuition
into something as dramatic as a detective thriller. Since Donald
Trump won the 2016 U.S. presidential election, discussions around
the U.S. economic policy have also been increasingly dramatic.
There are so few economists who support his economic policy
but so much enthusiasm from the capital market as response to
his remarks. He has so many fanatical supporters and passionate
opponents at the same time. Academic economic discussions were
led by models and data, but now they present a competing stage for
popularity with an atmosphere so tense that neither side is willing
to compromise.

It should be pointed out that Trump is solely responsible for such
dramatic effect that largely helped him win the presidential election.
Trump constantly brought up sensational economic slogans, and
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thus skillfully mobilized and maintained supporters’ enthusiasm
while stimulating and strengthening opponents’ antagonism. While
people were polarized and busy in criticizing each other, substantial
analysis of his economic policy was put aside or even neglected.
This situation remains unchanged through his first 100 days in
office, which is dangerous to the U.S. economy and irresponsible
to global political and economic development. Therefore, it is
imperative to clear this man-made propaganda mist and seriously
analyze Trump’s economic plan.

I. MAIN CONTENTS OF TRUMP’S ECONOMIC POLICY

We all know that it is only 17 months from Trump officially
starting his political career to presiding over the White House. He
had been a billionaire and a household celebrity for commercial
TV shows, but never had he been known for logic thinking and
debating. His economic policy was rapidly shaped during the short
yet fierce electoral campaign and drawn from a number of simple
and clear propaganda slogans. If the economic ideas of previous
presidents were like complex and exquisite traditional architecture,
Trump’s economic proposal is more like a show canopy built in
haste, all being nothing but a glamorous canopy, three main pillars
and five fixed ropes.

Trump’s holistic slogan “Make America Great Again” is
both a gauge of the economy and the guideline to his economic
governance. During and after his election campaign, he repeatedly
described the U.S. economy as a mess, 'and the reasons behind
the tough economy were elites of the establishment and unfair
competitions of other countries. “We’ve lost more than one-
fourth of our manufacturing jobs since NAFTA was approved,
and we’ve lost 60,000 factories since China joined the World Trade
Organization in 2001. Our trade deficit in goods with the world last
year (2016) was nearly USD800 billion dollars”.* He blamed those
in power for being partial because they could benefit from it while
the American people lived a hard life.’

Trump’s solution is simple and straightforward: “Buy American
and Hire American”. * It can be seen as an embodiment of his slogan
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“America first” in the economic front. For that, he will break the
regulatory restraint on the market by elites of the establishment and
revitalize U.S. companies. He promised that four years’ governance
under that principle would boost the annual GDP growth of the U.S.
to 4% and create 25 million jobs. * That was indeed a bold and
surprising promise, because the average annual GDP growth of the
U.S. has been about 3.1% since the 1950s and fluctuated between
1.5% and 2.5% over the seven years following the financial crisis.
International organizations such as the IMF predicted that the U.S.
economy would grow at a rate of 2.3% -2.5% this year and next.
Even more challenging is that Trump not only promised rapid
growth, but also asserted on several occasions that new jobs would
mainly be created in the manufacturing sector and dying industries
would be brought back to life soon. * That is to say, the U.S. economy
would reproduce rapid industrialization-led growth.
To achieve his vision, Trump has three
T 5 . weapons to revitalize the economy: tax
rump S e§onom1c reform, infrastructure plan and regulation
revitalization plan cuts. He has also five accompanying policies:
includes three health-care reform, energy and environment
. policy reform, immigration reform, budget
weapons and five adjustment and trade agreement adjustment.
pOliCiCS. Since Trump has been in power for 100 days,
he has taken following major measures around

these policies:

First, he launched the immigration reform. The most notable
measure was the travel ban that kept travelers from seven Muslim-
majority counties’ from entering the U.S. Not only were refugees
and immigrants from these countries denied entry, issuance of
all visas was also suspended. Even visa-holders and permanent
residents were denied entry. In the meantime, the U.S. Department
of Justice and Department of Homeland Security jointly launched
a crackdown on illegal immigrants, stepped up inspections on
the border between the U.S. and Mexico, and took the initiative
across the U.S. to hunt for illegal immigrants and promptly deport
them. An even more meaningful action was the consideration of
a stricter legal immigration policy. Publicly mentioned measures
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included a change in the policy of immigration via investment,
restriction on the immigration of skilled workers and reduction in
the overall immigration quota. If the travel ban on Muslims based
on homeland security, other immigration reform measures aimed to
clear the path for Trump’s “Hire American” proposal.

Second, he attempted health-care reform. Trump supported
House Speaker Paul Ryan to design a new health care act to repeal
and replace Obamacare. The main shifts in policy included non-
compulsory enrollment, supporting enrollees via tax credits instead
of subsidies, converting federal financing to a per capita cap, and
substantial reduction in related taxes for high earners and insurance
companies. ° The Trump administration expected these measures to
end the federal government’s forcible intervention in the medical
insurance market, give individuals the right to freely choose again,
break the vicious circle of ever-rising medical costs and premlums
and enhance the competitiveness of small and medium enterprises.”

Third, he adjusted budgets. The Trump administration’s federal
budget spending plan proposed in mid-March was expected to
reduce the overall spending by 1.2%. The defense and homeland
security was the only area with an increase in budget of USD
55.1 billion dollars.”® To strike a balance, all other departments
faced a drastic cut in their budgets. For instance, the budget of the
Department of State was cut by 29%, the Department of Labor by
21%, the Department of Commerce by 16% and the Department
of Education by 14%. Medium and small governmental agencies
faced an even more drastic cut in budget and the budgets of around
20 federal independent agencies were almost canceled, including
the National Endowment for the Arts, the National Endowment
for the Humanities, the Corporation for Public Broadcasting and
the Legal Services Corporation.' The U.S. media commented
this as a priority of hard power over soft power while the Trump
administration claimed that it was to streamline the government and
strike a blow on the bureaucracy in Washington.

Fourth, he started the tax reform. The White House announced
a two-pronged tax reform plan."” On one hand, taxes were generally
reduced. The maximum rate of both corporate income tax and
individual income tax would be reduced to 15%, the threshold
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for individual income tax would double, the Capital Gains Tax
imposed by Obamacare would be cancelled, and Estate Tax would
be gradually repealed. On the other hand, the tax system was
simplified. The current seven brackets for individual income tax
would be reduced to three brackets, various complicated itemized
tax deductions would be cancelled, the Alternative Minimum Tax
would be repealed, and overseas profits of U.S. companies would be
taxed only once. Gary Cohn, Director of the National Economic
Council, said that this would be one of the biggest tax cuts in the
American history, which can stimulate economic growth and
consumption and make the U.S. more competitive internationally.”

Fifth, he adjusted trade agreements. Trump signed an executive
order and formally dropped out of the Trans-Pacific Partnership
(TPP) on the first day of his administration. He also informed the
Congress of preparing for the renegotiation of the North American
Free Trade Agreement (NAFTA) in late March. The U.S. trade
representative’s office proposed initial negotiation goals, such as
allowing the U.S. to reinstate tariffs on Mexico and Canada in case
of imports that cause threat to domestic industries."

Moreover, the Trump administration’s regulatory rollbacks were
extensive. Shortly after he took office, he signed an executive order
requiring the costs of a new rule must be offset by eliminating two
existing rules and promised to cut regulation by 75 percent. He has
rolled back broadband privacy protections, anti-bribery standards
for oil companies operating abroad, labor protection policy and
so on."” The most controversial move was to repeal the energy
and environmental regulation under the Obama administration’s
Clean Power Plan, allow coal mining on leased federal land and
reevaluate the carbon emission standards.'® Facing the criticism
and doubts at home and abroad, Trump claimed that it would give
U.S. miners their jobs back, ensure the country’s independence of
energy and stimulate energy exports. He also blamed the critics for
representing special interests of the environmental complex and
affirmed his stand on fighting them back. The next deregulation
targets are expected to be the Dodd-Frank law, the Food and
Drug Administration’s regulations over drug approvals and other
important policies."’
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II. INITIAL IMPLEMENTATION AND POLARIZED RESPONSES

Trump claimed once and again that his initial governance was
“the best of its kind in history”, while his opponents scoffed at
it. In terms of the implementation of his economic policy, the
immigration and health-care reforms have encountered major
setbacks. His two Muslim travel bans were blocked by the judicial
branch. The hunt and deportation of illegal immigrants were
generally challenged in populous states and big cities and therefore
couldn’t win active cooperation of and effective implementation by
local governments.

His infrastructure development initiative, the most notable and
welcome part of his economic policy, has been slow to make any
substantial progress. His critics believed that his non-achievement
in this initiative highlighted the shortcomings of the administration.

Firstly, he only brought up grand concepts without the
support of details. Trump has repeatedly proposed to invest
trillions of dollars in a decade to update and improve infrastructures
in the U.S. Many people in the economic world supported it,
believing that it would attract investment and reduce domestic costs
while creating jobs for the working class. But Trump has always
been vague as to how to finance the initiative with the constantly
high federal deficit. His general idea was to attract private
investment with policy support, but this would probably mean
allowing private investors to charge fees on infrastructure, and the
public could hardly be persuaded to accept this kind of change.

Secondly, policies were poorly coordinated and often
contradictory. While promoting his infrastructure plan, Trump
cut the budget of the Department of Transportation by 13%, a
reduction of USD 2.4 billion dollars from 2017."*As a result, some
previous infrastructure projects were already put to an end while
his grand plan was yet to be implemented. For instance, subsidies to
Amtrak were required to be reduced, including the reduction of all
supports for its long-distance train services, and the TIGER Grant
launched by the Obama administration was going to be eliminated.
Upcoming projects of stations and rail updates in New York,
Maryland, North Carolina and Tennessee had to be called to a halt
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due to the lack of relevant federal funding.

Lastly, his policy was not in line with the U.S. economic
realities. During the first term, the Obama administration proposed
an infrastructure plan that had similar scale and goals as Trump’s
plan, but it failed to pass due to the fierce opposition by Republican
congressmen. At the time, the U.S. economy was under the shadow
of the financial crisis with sluggish growth, high unemployment
and poor investment. A large-scale infrastructure plan would have
been exactly what the economy needed and the policy would have
achieved immediate effects. But now the U.S. economy has fully
recovered with ample private capital and nearly full employment.
Such a plan could improve the infrastructure, but investment would
unlikely be efficient and there would also be a risk of causing an
economic bubble at the macro level.

Trump’s opponents thus called him a performing artist
pretending to be a great manager.” His loud, charismatic slogans
could not stand detailed questioning and scrutiny. It not only
applied to his infrastructure plan, but also his tax reform because
it was hard to tell whether the focus was on reducing taxes or the
reform itself. His budget plan only covered outlined spending while
saying nothing about details or revenues; it was not a complete
budget.” The same was true for his health-care reform. He shouted
for repealing Obamacare but has yet to bring up an alternative. His
opponents believed that his other economic proposals would share
the same fate of the health-care reform and go through the path of
being “doubted - proven wrong - denied” someday.

In stark contrast to the sarcasm and mockery of the mainstream
media, the so-called “Trump Boom” emerged in the U.S. capital
markets. Since Trump won the election, the Dow Jones index has
risen for five consecutive months, from 18,250 points to over 21,000
points. As Trump put it on Twitter, “the Stock Market has posted
USD 3.2 trillion dollars in GAINS”.

In the meantime,
Investors welcomed a White the U.S. consumer

. confidence reached
House host who favored capital the highest level in the

and the business community. past 15 years. Small
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business optimism was the highest it had been in over 12 years.
Where did this optimism in the market come from? What were the
factors valued by investors but overlooked by mainstream media
and the academia?
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Figure 1. “Trump Boom” manifested by Dow*

First of all, the market valued Trump’s clear attitude in favor
of capital and business. Since his election, Trump has spent a lot of
time meeting executives of leading companies across all industries
in the United States. Executives remained his favorite guests after
he moved into the White House. He was completely the opposite
to Obama who shunned large enterprises, especially the executives.
During the meetings, Trump often asked these executives to talk
about their discontent with government regulations. The White
House also distributed forms to these companies, asking them to
name the most unpopular industrial regulation as the targets of
future reforms.” The U.S. business community has begun to feel
strong confidence in its influence over policies.”

Secondly, the market trusted the staff with financial
backgrounds in Trump’s Cabinet, especially the Goldman Sachs
alums. Trump’s cabinetmaking process demonstrated his political
instincts, namely winning by Main Street and ruling by Wall Street.
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Billionaires with almost the same background not only dominated
his economic team, but also made it to the Department of State
and the Department of Education. With the recent changes in
personnel at the Trump administration, Goldman Sachs alums have
gained positions in the National Security Council and the White
House Office. Traditional public policymakers are concerned
with reaching consensus and shaping the image of public opinion,
while these financial executives emphasize more on efficiency and
practical interests and, of course, are more logical to the market.

Thirdly, the market noticed that Trump’s extremist policies
were often eased under the influence of the financiers. For
instance, Trump changed the energy and environmental protection
policies of the Obama administration and announced withdrawal
from The Paris Agreement on climate change. As for NAFTA, he
had claimed he would get rid of that “disaster” during the campaign,
but now he asked for renegotiation and his goals of amendments
to the agreement was less radical based on his currently disclosed
negotiating positions. He had promised to pin the Chinese
government as an exchange rate manipulator, but publicly broke
this promise soon after the U.S.-China summit. He may also reverse
his claims of replacing the chairwoman of the Federal Reserve Janet
Yellen and eliminating the Export-Import Bank.” The concerns of
the market over policy uncertainties were effectively eased.

Finally, it must be pointed out that the fundamental factor under
the market’s confidence was the overall recovery of the U.S. and
the world economies. The 2016 election happened to be during the
completion of the slow and difficult recovery of the U.S. economy
when investment and consumer confidence in the market were also
recovering. Trump’s promises of growth and employment perfectly
matched this upward trend. His promotion of the manufacturing
industry and infrastructure construction showed a direction for
investors who were looking for targets and thus fostered enthusiasm
in the market.

As a result, the capital market has been bent on emphasizing
the stimulus effects that deregulation of the Trump administration
may have on related industries, and has been full of expectation
for tax cuts, simplification of the tax system and development of
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infrastructure.” Despite the distressing immigration and health-
care reforms that cast investors into suspicion of Trump’s ability
to govern, they realized that even if Republicans controlled all
branches of government, Trump still may not be able to deliver
his promises, but at least the executive branch under the control
of the president could deliver on the promise of deregulation.
Therefore, even if Trump’s macroeconomic policies continued to
encounter setbacks and his overall growth promises became just
words, investors would still have the chance of gaining a share of
the earnings of the industries and companies. Let’s compare this to
the art market. It is like an auction house that does not even care
the authenticity of paintings and as long as the clients bid for the
auction and the item is sold at a high price, the auction is successful.
It was this sentiment that led to the market surge after Trump took
office. That’s why William Dudley, President of Federal Reserve
Bank of New York, and Jamie Dimon, Chairman of JPMorgan
Chase & Co., said with one accord that Trump unleashed the
animal spirits in the U.S. market.”

III. STRENGTHS AND WEAKNESSES OF ELEMENTS OF THE U.S.
ECONOMY

Trump’s tumid and aggressive political style often led to an
emotional reaction to his policy claims. Both parties in the United
States and their supporters argued endlessly around various policies
and focused only on success on minor details. Such a tendency to
see only the details instead of the bigger picture may be the most
direct change Trump has brought to the political and economic
process in the United States. Therefore, it is extremely necessary
for us to go beyond the details of the policies themselves to discuss
the long-term and fundamental structural problems. Is Trump’s
perception of the U.S. economy accurate? Are his economic
policies the right solution? If he governs according to his proposed
policies, can the strengths of the U.S. economy be continued and
the weaknesses be strengthened?

Viewed from a long-term perspective, Trump’s iconic slogan --
Make America Great Again -- immediately fails to stand scrutiny, at
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least in the economic field where it seems weird and unrealistic. This
slogan indicates that the U.S. economy is behind its competitors,
and Trump described the status quo as an economic depression
several times. His description might be true if we are looking at
the U.S. in the 1970s or even during the 2008-2009 financial crisis,
but it’s not convincing to say that the U.S. economy in 2016 is not
powerful, neither relatively nor absolutely. Taken the 1990s as the
starting point of this round of economic globalization, the U.S.
has been the country with the best performance and gains so far.
During the time of global prosperity, the capabilities of the U.S.
economy to adapt and expand rivaled those of emerging economies,
with its vitality and creativity far exceeding those of the traditional
developed countries such as Japan, France and Italy. And during
the adjustment after the financial crisis, the U.S. economy recovered
slowly but steadily and achieved a U-type rebound. As a result, the
United States has both strengths of a huge economy and growth
quality and currently no competitor can pose a challenge to it at
these two aspects at the same time.

Of course, this does not mean that there is no weakness in the
U.S. economic structure. We cannot use a selective one-sided
description, as Trump did, to identify these weaknesses. His
statements were unconvincing due to overgeneralization (for
example, talking only about America’s trade deficits in goods and
ignoring the trade surplus in services), or were too superficial to
address the root cause of the problem, or explained the causes of
problems in the wrong way (for example, owing the loss of
manufacturing jobs in the United States simply to competitors’

frauds).

An analysis of the elements of the
In the era of globalization U.S. economy using the theoretical

the USS. framework of economic growth is
¢ economy en] OYS 4 reliable way of deriving objective

comparatlve advantages in  conclusions. Judging from the

the four ma] or elements, four major elerpents, namely labor,
Iv Lab resources, capital and technology,
namely 1aDor, resources, the U.S. economy in the era of

capita] and technology, globalization has clear strengths and
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weaknesses.

Firstly, in terms of labor, immigrants flocking to the United
States helped the country avoid the population trap experienced
by many other developed countries due to the decline in fertility.
Both the new labor and the age structure are to the advantage of
the economic growth of the U.S.”* Of course, the advantage of
quantity needs to be assured by quality. The education system is
the key to transforming the primitive labor force into the human
resources needed by the modern economy. But there is an apparent
polarization in the education system of the United States. On one
hand, its primary and secondary education, especially public basic
education, faced severe criticism and has underperformed in various
international assessment and academic competitions. On the other
hand, it has a leading system of higher education in the world.
Colleges and universities, both private and public, play a leading
role in teaching, research and social participation. As a result, the
United States boasts abundant high-end creative human resources
which generate the clustering effect, attracts global intellectual
innovation activities, and eventually enjoys the innovative fruits,
while the quality of its basic workforce is unsatisfactory and
uncompetitive in the global competition and it suffers from the
vicious cycle of low income and bad work attitude.

Secondly, in terms of resources, the United States traditionally
enjoyed the unique advantages and has continued to make
breakthroughs in both old and new energy in the globalization
era. New technologies such as 3D imaging, horizontal drilling and
fracking have revolutionized shale oil and gas exploration, which
in the strict sense is old energy, as well as the energy market in the
United States and the world. Not only is the United States about
to achieve energy independence, but it will also turn into an export
country in all fields from coal to oil and gas, effectively reducing
the world energy prices and changing the global industrial layout.
By the end of 2016, 12% of the total electricity in the U.S. was
generated by renewable energy, of which bioenergy and wind
energy took a major proportion. *° Around the world, the United
States has the highest investment and production capacity in the
field of new energy and holds the key core technologies. > However,
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due to the differences and fierce arguments between the two parties
on the energy and environment policies, the speed and proportion
of new energy development in the United States are limited
and there is no obvious advantage in its competition with other
countries.

Thirdly, in terms of capital, the size and attractiveness of the
U.S. capital market are still second to none in the world, which
have played an effective role in allocating resources and guiding
industrial development. It can be said to be one of the strongest
competitive pillars of the United States. However, the risks
associated with financial innovation were also exposed during the
crisis in 2008. Executives at all levels are well-paid and not subject
to punishment for their failures when taking risks. Financial
institutions are getting increasingly large because of the continuous
M&A and expansion to various businesses. As a result, the risk
of bubbles spread rapidly in the overall economy, which has
seriously affected the U.S. economy and the globalization. The
Obama administration tried to strengthen and improve financial
regulation, but both the left and right wings were unhappy with
the effectiveness of its policies. Progressives criticized weak
regulation, rampant legal loopholes and the failure to hold any
senior executives accountable for the financial crisis. The problem
of financial institutions being too big to fail became even more
serious rather than solved. Conservatives blamed excessive
oversight and burden on financing. They claimed that government
bureaucracy had demonized the financial sector, resulting in poor
investment and slow economic recovery.

Lastly, in terms of technology, the United States currently
enjoys outstanding competitive advantages. Although its number
of patent applications has been surpassed by Japan and China,
the quality of its patents is higher with leading technological
innovation capabilities. Breakthroughs have been made in
commercial technologies by enterprises such as Tesla and Google,
and investors thinks positively about their technical potential and
market prospects, which makes it possible for them to harness new
positive feedback effects and establish industry dominance, a sign of
great advantages of the United States in technological invention. A

68



Fake or Fortune — Trump’s Economic Policy and Its Prospective Consequences

mature system of university - laboratory - research fund ensures the
coverage and quality of its basic theoretical research and continues
to attract talents from all countries to join its teams or cooperate
with them, making the United States full of vitality and creativity
in basic research and development. In recent years, however,
warning signs have begun to emerge in the area of technology
that the United States has always been proud of. A number of
scientists and economists warned that they were worried about
the federal government’s lack of financial support for scientific
research and development.” They pointed out that technological
innovation and invention in the United States depended on its
leading position in basic research and that its current advantage in
basic research was still due to the prolonged effect caused by the
massive investment of public funds from the 1950s to 1970s. Since
the 1980s, the government’s funding has been declining and the
public’s enthusiasm has ceased while America’s competitors have
stepped up their support for basic research. In particular, China’s
extraordinary support in recent years could possibly lure American
scientific personnel and projects. In addition, there are concerns
that the reduction of domestic production and manufacturing in
the U.S. will result in a disconnection between technical theory and
practice, thereby depriving the country of the opportunities for
innovation brought about by learning and improving skills in the
production process.”

In a nutshell, the strengths of elements of the U.S. economy
are: advantage in the size of labor force due to new immigrants,
high-caliber personnel from its excellent higher education system,
reduced costs of resources thanks to the exploitation of shale
oil and gas, development of new energy promoting the balance
between resources and the environment, the size of the capital
market and the financial depth, and holistic and fully innovative
science and technology. The weaknesses are: the public primary and
secondary education system undermining the quality of the basic
workforce, the tension between the traditional energy structure and
environmental protection goals, the risks and controversies arising
from financial innovations, and the lack of public funding for
scientific research and development.
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IV. LONG-TERM STRUCTURAL IMPACTS OF TRUMP’S POLICIES

After clarifying the basic facts above, we are now able to make a
comprehensive and objective assessment on the structural impacts
of Trump’s economic propositions. Trump’s policies have both
positive and negative impacts on America’s current strengths.

On one hand, Trump’s immigration
. . l. . .11 . l
Ttis questlonable and energy policies wil directly
undermine the competitive edge of
whether the United States. First of all, strictly
“ Americans” are co(rlltrolli;ll.g t}}e U.S(i—cll\/[exic.o bf)HrdeE
a1 . and searching for and deporting illega
Wﬂhng to flﬂ t.he immigrants who have lived in the country
low-end positions of for many years will result in a reduction in

immigrants with the the actual number of immigrants entering
the country. The decline in the number of

current baSICaHY full immigrants will be even more pronounced
employment. if his idea of reducing the quota of legal
immigrants becomes a de facto policy.
These new immigrants would take a
large number of temporary jobs with low wage, rough working
conditions and no welfare. Will the “Americans”, as Trump said,
fill these job vacancies when the labor market in the United States
is already close to full employment? That’s very questionable. The
decline in new immigrants will most likely lead to a shortage in
workforce, a problem the United States never had to worry about
before. According to a recent study released by the Pew Research
Center, based on the past immigration rates, the arrival of new
immigrants will ensure the growth of the working-age population
in the United States by 2035 despite the declining birth rate (See
Figure 2). If the U.S. stops receiving new immigrants, the working-
age population will be reduced to 16.55 million by 2035, the same
number as back in 2005. This will mean that the driving force
behind the growth of production and consumption will be severely
weakened (see Figure 3).
Secondly, the policy of tightening student and work visas under
consideration by the Trump administration will have an impact
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Without future immigrants, working-age population
in U.S. would decrease by 2035
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Figure 2. Projected change in the U.S. working-age
population (2015 - 2035)

Projected change in the U.S.
working-age population, 2015-2035

Ages 25-64, in millons

Group 2015 2035 Change
Immigrants 339 385 46
U.S. born with immigrant parents 111 246 136
U.S. born with U.S -born parents 1283 1201 -82
Total 1732 1832 10.0

Note: Change calculated before rounding.
Source: Pew Research Center projections.

PEW RESEARCH CENTER

Figure 3. Without future immigrants, working-age
population in U.S. would decrease by 2035

71



Zhu Wenli

on universities and high-tech enterprises in the U.S. and adversely
affect high-end personnel training and technological innovation
activities the country has always been proud of. The provisional
travel bans and strict review of short-term visas have caused
chaos among U.S. universities, research institutes and technology
companies, and some ongoing cooperation and exchange programs
were forced to make adjustments. The next move may be a change
in long-term visa measures, especially to make the H-1B visa harder
to obtain, and it has aroused more widespread concerns. Worried
about a sudden change of policies and gloomy prospects of working
in the United States after graduation, international students have
begun to cool their heads. The number of international student
applications received by American universities has dropped
significantly. A recent survey conducted by a number of educational
institutions in the United States showed that 39% of the respondent
universities reported a trend of decreasing overseas applications,
and 75% expressed their concerns about the difficulties in enrolling
international students in the future.” This is detrimental to both
recruiting and keeping top talents in the U.S. and conducting
research and development. Thus, the education and scientific
communities in the United States strongly criticized the Trump
administration’s change in immigration policy.

Lastly, Trump’s adjusted energy and environmental
protection policy will not be conducive to the development of
new energy in the U.S. Besides the reassessment of the Obama
administration’s Clean Power Plan as discussed above and the
easing of environmental controls on energy companies, the Trump
administration also made substantial adjustments to the funding
and personnel of the EPA. In the released budget outline, the
EPA is the federal government department with the largest cut
in funding -- 2 31% decline in 2017. It will be forced to lay off
3,200 people, namely 20% of its current employees. Its research
project on climate change and global climate cooperation will
lose funding.’*Although some local governments have said they
want to adhere to the Clean Power Plan, the relaxation of carbon
emission standards at the federal level may change the rules of the
commercial market, and power companies will slow down the pace
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to shift to renewable energy or even reverse their course.

On the other hand, some of Trump’s economic propositions
may reinforce these strengths of the U.S. For example, allowing
the lease of federal land for exploiting coal and shale oil and gas
could help reduce the costs of resources. Another example is
deregulation on the financial sector, which is expected to make
investments more active and encourage financial innovation. A
third example is arguing for the return of manufacturing companies,
which should help U.S. companies gain production experience and
skills and enhance their capabilities of technological innovation and
invention.

In terms of the weaknesses, Trump’s economic policies are
generally destructive.

Firstly, public primary education will be further weakened. Betsy
DeVos, the Secretary of Education he appointed, has always been
known for advocating private primary and secondary education.
She neither knows nor values the public education system. Her
speeches and actions have faced criticism and opposition from the
American Teachers Association for several times. And according
to the Trump administration’s budget outline, funding for the
Department of Education will be cut by 14% in 2017 and a number
of curricular and extra-curricular supplementary learning programs
will be forced to cancel, which makes it even worse for the public
primary education that needs to be strengthened urgently.

Secondly, Trump’s energy policy will delay or even hinder the
adjustment of the old energy industry. Trump repeatedly declared
that he wanted to increase coal mining and employment in the
coal industry. This is in conflict with the shift in the U.S. energy
and economic structure and does not actually help traditional
energy regions and lower-class workers. This illusory hope can
only prolong their pain during the transformation. Since the 1980s,
the number of coal workers in the United States has been on the
decline. The main reasons were increased productivity of the coal
industry and the price competition from the oil and gas industry
and it had nothing to do with excessive government intervention.
In recent years, the ability of the new energy industry to create jobs
has completely surpassed that of the coal industry. For example, the
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number of workers in the solar industry doubled between 2011 and
2015 and was three times as much as in the coal industry, and they
were also better-paid. The average wage per hour in 2015 reached
USD 21 dollars, an increase of more than double the average rate in
the United States that year.” Trump called for the revitalization of
the coal industry, but this will interfere with the natural process of
market adjustment and make it more difficult to achieve the balance
between the development of new and old energy as well as between
energy development and environmental protection.

Thirdly, deregulation may make the risk of financial innovation
out of control again. Loosening financial controls, particularly
the repeal of the Dodd-Frank Wall Street Reform and Consumer
Protection Act, which aims to prevent large-scale systemic financial
risks and has been signed by former President Barack Obama as
federal law, could revive the financial crisis. Daniel Tarullo, who
stepped down from the Federal Reserve Board of Governors,
warned before leaving that the lessons of the financial crisis were
forgotten. He reminded the Trump administration that the policies
of the past eight years, especially the provisions on adequate
capital reserves and supervision, were born out of the lessons
learned when core financial institutions nearly dragged the U.S.
economy and even the world economy into an abyss. They’re
needed indefinitely.”® Even many people in the financial sector have
expressed concerns about the arbitrary deregulation and openly
opposed the complete repeal of the Dodd-Frank Act.”

Lastly, a cut in the public funding for science and technology
may weaken the basic research in the United States. While federal
research funding has been insufficient for years, Trump still
proposed in his budget plan to further slash the funding in this
aspect. According to a study by Moody’s, an international rating
agency, the proposed budget cuts will affect the National Science
Foundation and the National Institutes of Health (NIH). The
USD 5.8 billion dollars cut in funding to NIH will put projects of
300,000 researchers across the country in a dangerous situation.” In
the meantime, the Science Advisor to the President has been vacant
for a long time and staff in the White House Office of Science and
Technology Policy left one after another. There was even rumor
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that the office would be taken out completely." While the U.S. basic
research community is calling for the attention and support of the
federal government, Trump has shown indifference and laissez-faire.

CONCLUSION

The comprehensive analysis has shown us that the long-term
impact on the U.S. economic structure will obviously be more
detrimental than helpful if Trump’s economic proposals are
implemented. His governance almost always runs counter to what’s
needed for improving the structural elements of the United States.
His policies will undermine the strengths of the structural elements
of the U.S. while exacerbating the weaknesses. They will strike a
blow on the most energetic part of the current U.S. economy --
higher education, new energy, high-tech industries and cultural
industries, and further weaken the problematic parts of public basic
education, financial supervision and public research funding.

To avoid making this paper too long, the author didn’t discuss
the impact Trump’s policies have on the distribution of economic
returns, nor analyzed in depth the social and political
consequences. Generally speaking, the implementation of his
economic policies will exacerbate the already outstanding socio-
economic inequity in the United States to a more unacceptable
level. From the health-care reform and deregulation to the
upcoming tax reform and budget adjustments, the beneficiaries of
Trump’s governance are concentrated in the ultra-high-income
groups, while the disadvantaged are the middle and low income
groups. Ironically, the core supporters that helped him win the
election -- white people with low income and education in
townships -- will also suffer from significant losses. This is also
why his support rate has been declining since the launch of
“Trumpcare” and only 17% of Americans approved of this bill
before the withdrawal of its first version.” A large number of right-
wing voters have been resolutely demanding the repeal of
Obamacare over the past seven years, but after knowing the details
of the Republican bill, they found that the new health care system
would make their situation even worse, and that there was a huge
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gap between Trump’s real policy and their expectations.

Therefore, it is still hard to say whether

Tt is hard the Trump administration, which relied
t1s hard to its winning on Main Street and its

say whether ruling on Wall Street, or which gained

the billionaire its presidency by the populist wave and
sought governance by the billionaires,

administration driven  yould continue its success in the political

by the populist wave ~ process of the U.S. Under the political
would ultimately system of decentralization and checks

i . and balances, the final version of policy
succeed 1n the pOllthéll is often far from the original idea of the

process of the United ruler. Interestingly, the most successful
contemporary economic policies in the

States. United States were the fruits of checks
and balances, such as Reagan’s tax reforms
checked by the Democratic Congress and Clinton’s welfare reform
pushed by the Republican Congress. As the president who has the
least ideological beliefs or political ideas in the American history,
Trump’s attitude of whether to allow his economic propositions to
be tempered by the system of checks and balances will ultimately
determine whether they will benefit or hurt the American society

and economy.
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