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Abstract. This article delves into the complex trend of reshoring U.S. 
manufacturing, highlighting supply chain challenges and potential 
advantages. It analyzes economic drivers, including trade policy shifts and 
the demand for supply chain resilience heightened by the COVID-19 
pandemic. The study addresses the skilled labor shortage and capital 
investment requirements for updating production infrastructure. It also 
examines logistical adaptations essential for reshoring success and the role 
of technology in supply chain optimization. Lessons from global reshoring 
provide insights for U.S. strategies. The article concludes with collaborative 
reshoring strategies, underscoring the importance of government support, 
corporate planning, and educational initiatives. It contributes to the debate 
on reshoring's role in strengthening the U.S. economy and its manufacturing 
competitiveness. 

1 Introduction 
The landscape of global manufacturing is witnessing a paradigm shift, as the United States 
(U.S.) grapples with the strategic decision to bring manufacturing back to its shores—a 
process known as reshoring. The resurgence of reshoring initiatives in contemporary 
economic practice is not a reactionary trend but rather a considered response to a confluence 
of persistent supply chain vulnerabilities exposed by recent global events, including 
geopolitical tensions and the COVID-19 pandemic. This paper aims to dissect the 
multifaceted economic, operational, and logistical challenges that accompany the reshoring 
of manufacturing and propose a series of calculated responses to mitigate the associated risks. 

The objective of this research is to provide a detailed examination of the economic drivers 
that incentivize reshoring, assess the operational challenges inherent in such strategic shifts, 
and scrutinize the logistics and supply chain dynamics that are pivotal to the success of these 
initiatives. By doing so, the study seeks to offer a comprehensive understanding of the 
reshoring phenomenon and its implications for the manufacturing industry in the U.S. 

Employing a mixed-methodology approach, this research synthesizes quantitative data on 
trade flows, labor statistics, and cost analyses with qualitative assessments from industry 
experts and policymakers.  
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2 Results 
The rationale for reshoring stems from a confluence of factors. Primarily, there is a growing 
recognition that long, complex supply chains are susceptible to disruption from geopolitical 
upheavals, trade wars, and global health crises [1]. The COVID-19 pandemic, in particular, 
served as a stark reminder of the fragility of globalized supply networks, as it prompted 
widespread shortages and revealed the risks of over-reliance on overseas manufacturing hubs 
[2].  Supply chain disruptions have had a significant impact on international trade, leading to 
erratic fluctuations in demand and supply dynamics. These disruptions often trigger the 
bullwhip effect, where small changes in consumer demand cause increasingly larger 
fluctuations up the supply chain, exacerbating inventory mismatches and production 
inefficiencies. Such volatility not only decreases trade efficiency but also contributes 
significantly to inflation, as companies pass on the higher costs of production and logistics 
to consumers, leading to an overall increase in prices globally. Consequently, there is a 
burgeoning sentiment among U.S. corporations and policymakers that a strategic realignment 
of manufacturing capabilities closer to home can enhance supply chain resilience and national 
security. 

Reshoring also reflects a broader economic strategy aimed at revitalizing the American 
manufacturing sector (Figure 1). It promises to stimulate job creation, foster innovation, and 
potentially redress trade imbalances that could have been a concern for the U.S. economy. 
However, the transition is not without significant operational challenges. The scarcity of 
skilled labor in the U.S. to support advanced manufacturing processes is a critical bottleneck, 
necessitating substantial investment in workforce development and training programs [3]. 
Existing challenges have been discussed in Part 2. 

 
Fig. 1. Civilian labor force participation rate, seasonally adjusted [3]. 

Capital expenditures represent another significant hurdle. The cost-benefit analysis of 
investing in domestic manufacturing infrastructure and technology must account for the 
higher operational costs in the U.S., compared to those in countries with cheaper labor 
markets [4]. Despite these higher costs, the strategic shift could be economically viable if it 
leads to reduced supply chain risks and improved market responsiveness. 

In the realm of logistics and supply chain management, the reshoring movement 
necessitates a reconfiguration of strategies to accommodate shorter, more localized supply 
networks. The integration of advanced technologies such as AI and automation holds the 
potential to optimize these newly formed supply chains, enhancing efficiency and 
responsiveness. Nevertheless, transitioning from a global to a localized supply chain model 
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presents its own set of challenges, including the re-establishment of supplier relationships 
and the development of new logistics infrastructure [5]. 

The aforementioned factors form the cornerstone of the present investigation into the 
reshoring of manufacturing in the U.S. and its supply chain challenges. Through a nuanced 
exploration of these themes, this research will contribute to the ongoing discourse on the 
feasibility and strategic implementation of reshoring initiatives. 

2.1 The economic impetus for reshoring and macro-level influences 

2.1.1 Dissecting the incentives: Trade policies and economics 

The economic impetus for reshoring is largely driven by a strategic shift towards 
strengthening the manufacturing sector within the U.S. to enhance economic autonomy and 
mitigate dependency on foreign production sources. Changes in trade policies have been a 
pivotal factor, with revised tariffs and trade agreements introduced over the past decade 
making offshore manufacturing less economically attractive and contributing to a resurgence 
in domestic production [6]. 

Moreover, the economic rationale for reshoring is significantly supported by the desire to 
maintain control over intellectual property and to avoid the risks that come with currency 
fluctuations and cross-border trade disagreements [7]. The ability to ensure stringent quality 
control and uphold brand integrity, both of which are more manageable within domestic 
operations, are also important economic motivators. 

Consumer trends further buttress the economic argument for reshoring. A notable 
preference for products labeled as "Made in the USA" has emerged, indicative of a perception 
of higher quality and a patriotic desire to support the local economy [8]. This consumer bias, 
coupled with the shortened time to market that domestic manufacturing allows, gives 
companies a competitive advantage that is hard to ignore. 

Technological advancements have also altered the economic landscape of manufacturing. 
Industry 4.0 technologies such as automation, the Internet of Things (IoT), and smart 
factories have diminished the labor cost advantages once enjoyed by low-cost countries, 
while these technologies can be more effectively leveraged within the developed 
infrastructure of the U.S [9]. 

At the geopolitical level, the volatility and growing complexity of international supply 
chains have become a concern for businesses. Trade disputes and the rise of protectionist 
policies are prompting companies to consider the stability and reliability of their supply 
chains, making reshoring an attractive strategy to preclude the risks associated with such 
geopolitical shifts [10]. 

The labor market is expected to experience a positive impact from reshoring with job 
creation and potential wage increases (Figure 2) [11]. However, this upturn in employment 
prospects is countered by the need for a workforce skilled in handling advanced 
manufacturing technologies, which poses its own set of challenges including higher labor 
costs [5, 11]. Inflation is another economic factor that reshoring must contend with. The 
traditionally higher costs of labor and materials in the U.S. have been a deterrent to domestic 
production; however, as the wage gap narrows due to rising wages in traditionally low-cost 
countries, and as the value placed on supply chain agility increases, the economic case for 
reshoring strengthens [11]. 
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Fig. 2. Compensation in private industry and state and local government, 12-month percent change 
[5]. 

Dissecting the incentives behind trade policies and economics further, it is important to 
recognize that reshoring is not merely a reaction to contemporary market forces but also a 
strategic move within a broader economic policy framework. The U.S. government has 
leveraged policy tools, including tax reforms and regulatory adjustments, to encourage 
businesses to relocate their production facilities back to the U.S. soil. These policy measures 
are not only about encouraging a return to domestic production but also about securing a 
more robust economic future by fostering an environment conducive to innovation and 
sustainable growth [12]. 

The economic benefits of these policies are multifaceted. By providing tax cuts and 
incentives for research and development, the government aims to spur technological 
advancements and capital investments in the domestic economy. These incentives are 
intended to offset the higher costs of operation in the U.S. and make reshoring a more 
appealing option for multinational corporations [13]. Additionally, the emphasis on fair trade 
policies seeks to create a level playing field for American manufacturers, further bolstering 
the case for reshoring. 

In summary, these economic factors collectively create a strong argument for the 
reshoring of manufacturing to the U.S. As companies deliberate on these various points, the 
trend towards domestic manufacturing is gaining traction, promising to significantly 
influence the economic future of the nation and its position in the global trading system. 

2.1.2 Global crises as catalysts for change in manufacturing paradigms 

Global crises, most notably the COVID-19 pandemic and the trade war between the U.S. and 
China, have acted as catalysts for change in manufacturing paradigms, significantly 
influencing the reshoring discourse. The pandemic exposed the fragility of extended global 
supply chains and highlighted the risks of just-in-time manufacturing models, which 
prioritize inventory minimization and rely on the timely delivery of components from 
suppliers often located in different countries. The disruption caused by the pandemic has led 
to a reevaluation of these models, with an increased focus on supply chain resilience and the 
advantages of proximity to markets and suppliers. 

The pandemic-induced supply chain crisis underscored the need for greater control and 
flexibility in manufacturing operations. Companies faced with the sudden shock of supply 
chain disruptions experienced firsthand the limitations of global sourcing strategies and 
began to consider the reliability and agility that could come with a more localized or 
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regionalized approach [14]. In the wake of the pandemic, the ability to rapidly adapt to 
changing market conditions has become a key competitive differentiator, and reshoring is 
seen as one way to achieve this adaptability [15]. 

Moreover, the global health crisis has altered consumer behavior and expectations, with 
an increased emphasis on the ethical and environmental implications of production. This shift 
in consumer consciousness is pushing companies to adopt more transparent and responsible 
manufacturing practices, which are more easily implemented and monitored within the 
domestic context [16, 17]. 

In conclusion, the incentives behind reshoring extend beyond mere economic 
calculations; they encompass a strategic realignment of corporate priorities in response to 
global economic challenges and policy incentives. The COVID-19 pandemic, in particular, 
has served as a wake-up call, prompting a reassessment of the value of localized 
manufacturing not only for its economic benefits but also for its contribution to corporate 
resilience and adaptability in an increasingly unpredictable global landscape. 

2.2 Operational challenges in the wake of reshoring 

2.2.1 The skilled labor dilemma: Recruitment and training in a reshored economy 

As companies embark on reshoring initiatives, they confront a series of operational 
challenges that must be addressed to ensure the viability and success of their endeavors. One 
of the most pressing of these is the skilled labor dilemma. The manufacturing sector in the 
U.S. has, over the years, seen a decline in the number of skilled workers as educational and 
career preferences have shifted towards service-oriented sectors. This shift has created a gap 
in the labor market, where there are fewer qualified workers than there are jobs available in 
the manufacturing industry. To illustrate, a 2018 study by Deloitte and The Manufacturing 
Institute forecasted that 2.4 million manufacturing jobs could go unfilled by 2028 due to the 
skill gap [18]. The challenge of recruiting and training a skilled workforce is compounded 
by the rapid pace of technological change.  

The investment in training and development programs to upskill the current workforce 
and educate the new generation of workers is substantial and necessary, estimated to be in 
the billions of dollars for the manufacturing sector as a whole and spendings are growing 
each year (Figure 3) [19]. 

 
Fig. 3. Total training expenditures in the U.S. from 2012 to 2023 (in billion U.S. dollars) [19]. 
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Advanced manufacturing technologies require workers who are not just mechanically 
adept but are also proficient in digital skills and capable of working with complex automated 
systems. 

2.2.2 Capital expenditures: The cost-benefit analysis of infrastructure and 
technology investments 

Capital expenditures present another significant operational hurdle. The initial cost of setting 
up or upgrading manufacturing facilities to the latest standards can be prohibitively high. For 
instance, the cost of implementing Industry 4.0 technologies, such as robotics and IoT 
systems, can run into the millions of dollars for a single facility [20]. However, these 
investments are essential for companies looking to take advantage of the efficiencies and 
productivities that modern manufacturing demands. Furthermore, the cost implications of 
domestic versus offshore manufacturing are a complex calculation that goes beyond mere 
wage differentials. As I mentioned above, labor costs in the U.S. are generally higher than 
those in many countries that have become manufacturing powerhouses, other factors such as 
productivity, energy costs, transportation, and tariffs play a significant role. For example, the 
total cost of ownership model, which includes all these factors, often reveals that the cost gap 
between manufacturing in the U.S. and overseas is narrower than initially assumed [21]. 

Another operational challenge is the restructuring of supply chains. The transition from a 
global to a more localized supply chain requires not only the establishment of new supplier 
relationships but also significant changes to logistics and distribution strategies. This 
restructuring is not trivial; it involves re-evaluating and often renegotiating contracts, quality 
standards, service levels, and lead times. The shift can also expose companies to new risks, 
such as reduced flexibility in sourcing materials or becoming overly reliant on a smaller 
supplier base that may not have the same capacity or reliability as a global network [22]. The 
logistics of reshoring are further complicated by the need for speed and agility in supply chain 
operations. Companies accustomed to the global supply chain's scale must now find ways to 
achieve the same levels of efficiency with domestic operations. Inventory strategies, for 
instance, must be recalibrated to account for shorter lead times and faster turnaround 
expectations. This recalibration has cost implications; the safety stock levels that companies 
maintained with longer lead times may no longer be necessary, which can free up capital but 
also requires more precise demand forecasting [23]. 

Additionally, the integration of advanced technologies into the supply chain can be a 
double-edged sword. While technologies such as AI and automation offer significant benefits 
in terms of efficiency and data analytics, they also require substantial investments not only 
in the technology itself but also in the human capital needed to manage and maintain these 
systems. The cost of training or hiring new employees to handle these technologies can add 
to the financial burden of reshoring. 

In summary, the operational challenges of reshoring are significant and multifaceted. 
They require careful planning, substantial investment, and a commitment to long-term 
development. Addressing these challenges is critical for companies to realize the potential 
benefits of reshoring and to ensure that the shift contributes positively to the U.S. economy. 

2.2.3 Cost implications of domestic vs. offshore manufacturing 

Beyond the initial hurdles of labor and capital expenditure, reshored manufacturing entities 
must navigate regulatory compliance and environmental standards that are often more 
stringent in the U.S. than in other countries. Adhering to these regulations necessitates 
additional investments. For example, compliance with the Environmental Protection Agency 
(EPA) standards can entail upgrading equipment and processes to meet air and water quality 
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requirements, which might involve significant retrofitting costs for factories and processes 
[24]. 

The operational challenges extend into the integration of the reshored manufacturing units 
within the existing corporate structure. The task of aligning the reshored operations with the 
company’s culture, policies, and procedures can be daunting, especially for firms that have 
operated internationally for extended periods. This alignment includes everything from 
human resources practices and compensation structures to information technology systems 
and corporate governance. 

Quality control presents another set of operational challenges. Companies returning their 
manufacturing to the U.S. must ensure that the quality of the products meets or exceeds what 
was achieved overseas. This challenge is particularly acute in industries where the precision 
and reliability of products are critical, such as aerospace and pharmaceuticals. Establishing 
rigorous quality assurance processes in the U.S. can be resource-intensive, requiring 
advanced equipment and skilled quality control personnel. 

Supply chain reconfiguration also entails re-establishing manufacturing ecosystems that 
have been eroded or lost. For instance, certain industries may find that the network of 
suppliers, service providers, and ancillary businesses necessary to support manufacturing is 
no longer as robust as it once was. Rebuilding this ecosystem is not a quick process; it 
involves nurturing new suppliers, fostering partnerships, and often incentivizing ancillary 
industries to invest in the areas where reshoring is occurring. 

Reshoring also intersects with the broader economic policies and labor market dynamics. 
There is a need for supportive public policies, such as those providing tax incentives for 
training programs, to help address the skills gap. Moreover, reshoring may potentially drive 
up wages and labor demand, influencing the broader economy. For instance, a significant 
return of manufacturing jobs could result in wage inflation, affecting competitiveness and 
potentially leading to higher prices for consumers. 

Lastly, the operational challenges of reshoring are magnified by the ongoing need for 
innovation and the relentless pace of technological change. Manufacturing companies must 
commit not only to the initial investment in current technologies but also to continuous 
investment in research and development (R&D) to stay ahead of the curve. This need for 
sustained investment in innovation can strain resources, particularly for small and medium-
sized enterprises (SMEs) that may not have the financial reserves of larger corporations. The 
operational challenges of reshoring are varied and complex, encompassing human capital, 
financial investment, regulatory compliance, quality control, supply chain reconfiguration, 
public policy, and innovation. Addressing these challenges is crucial for the successful 
transition of manufacturing back to U.S. shores and will require coordinated efforts across 
the private and public sectors. 

2.3 Logistics and supply chain dynamics in domestic manufacturing 

The reorientation of manufacturing back to domestic grounds fundamentally alters the 
logistics and supply chain dynamics. This transition is multifaceted, involving the strategic 
rethinking of supply chain design, the incorporation of technological advancements, and the 
management of the shift from a global to a localized network. 

2.3.1 Supply chain management strategies for the reshored model 

The reshored model necessitates a reimagined approach to supply chain management (SCM). 
Traditional linear supply chains must evolve into agile, responsive, and resilient networks. 
One strategy is the adoption of a regional hub-and-spoke model, which centers on a primary 
supply hub that feeds into various spokes or local distribution centers. This model capitalizes 
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on the proximity of supply sources and reduces lead times, allowing companies to respond 
more swiftly to demand fluctuations [25]. Another strategic shift in SCM is the increased use 
of nearshoring — partnering with suppliers in countries that are geographically closer to the 
manufacturing and consumption locations. This does not only shorten the supply chain but 
also reduces the risk of geopolitical disruptions and allows for greater collaboration between 
companies and their nearby suppliers [26]. 

Inventory management also undergoes significant transformation in the reshored model. 
Advanced inventory optimization techniques, such as just-in-sequence (JIS) and just-in-time 
(JIT) systems, are fine-tuned to align with the shorter supply chains. This fine-tuning requires 
a delicate balance to avoid stockouts while minimizing holding costs, and to achieve this, 
companies are increasingly turning to predictive analytics [27]. 

2.3.2 Harnessing the power of ai and automation in supply chain optimization 

AI and automation have become cornerstone technologies in the reshoring effort, primarily 
in enhancing supply chain optimization. AI-driven analytics can process vast amounts of data 
to forecast demand, optimize routing, and manage supplier relationships more effectively. 
For example, machine learning algorithms can predict maintenance needs, reducing 
downtime and increasing the reliability of the supply chain [28]. 

Automation, through robotics and autonomous vehicles, streamlines warehouse 
operations and material handling. The use of automated guided vehicles (AGVs) and drones 
in warehousing can lead to a 25% reduction in operating costs due to increased efficiency 
and reduced labor requirements [29]. Furthermore, the integration of AI and automation 
facilitates a move towards lights-out manufacturing — factories that can operate 
autonomously without human intervention, which can significantly reduce production cycle 
times [30]. 

2.3.3 The transition challenge: from global supply chains to localized networks 

The transition from a global supply chain to a localized network presents a unique set of 
challenges. There is the immediate concern of establishing a local supplier base that can meet 
quality and volume requirements. This re-establishment often involves investing in supplier 
development and potentially providing support to suppliers to meet the necessary standards 
and certifications. 

Redesigning the logistics network is also critical. This redesign may involve setting up 
new transportation routes, renegotiating freight contracts, and optimizing distribution centers 
to serve the domestic market effectively. Companies may find that the cost structures of 
domestic freight and logistics differ significantly from international ones, impacting the total 
cost of the reshored operation. 

The localized networks also need to be flexible to adapt to the shifting trade landscapes 
and consumer demands. This flexibility requires an investment in SCM technologies and 
systems that provide visibility across the entire supply chain. With real-time data and 
connectivity, companies can better manage risks and respond proactively to potential 
disruptions. 

Moreover, the shift to localized networks requires a cultural shift within organizations. 
Employees at all levels must adapt to the new supply chain realities and develop skills 
relevant to the technologies and processes that underpin localized supply chains. This 
adaptation may require comprehensive training programs and a reassessment of job roles and 
responsibilities within the company [31]. 

In summary, the logistics and supply chain dynamics in the context of domestic 
manufacturing are complex and demand a strategic, technology-driven approach. The 
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successful transition to a reshored model hinges on the ability to manage these dynamics 
effectively, leveraging the power of AI and automation to create supply chains that are agile, 
resilient, and optimized for the new manufacturing landscape. 

3 Discussion 
The discussion of reshoring manufacturing within the U.S. involves a critical risk-benefit 
analysis that weighs the potential rewards against the inherent challenges of such strategic 
realignment. The benefits of reshoring are numerous, including increased control over 
manufacturing processes, improved supply chain resilience, and the potential for enhanced 
innovation and quality. However, these benefits come with risks such as the cost of labor and 
capital investments, the need for upskilling the workforce, and potential disruptions during 
the transition period. 

The trade-offs of reshoring are particularly evident when considering the speed of market 
response versus the cost of production. While a domestic supply chain allows for a quicker 
response to market changes and consumer demands, it may also lead to higher manufacturing 
costs due to labor rates and compliance with stringent regulatory standards. This trade-off 
necessitates a careful evaluation of cost-efficiency against the agility and responsiveness of 
local manufacturing operations. 

Forecasting the future of reshoring practices involves scenario planning that takes into 
account various economic, technological, and political factors. One likely scenario is the 
continued growth of reshoring as companies seek to mitigate the risks exposed by recent 
global disruptions. This growth may be bolstered by advancements in automation and AI, 
which could offset the higher costs associated with manufacturing in the U.S. and make 
reshoring increasingly feasible for a wider range of industries. 

Another scenario might involve a more selective approach to reshoring, with companies 
choosing to bring back only certain critical or high-value parts of their manufacturing 
operations. Such selective reshoring, based on a cost-benefit analysis, would allow firms to 
balance the benefits of proximity with the cost savings of maintaining some production 
capabilities abroad. 

International comparisons offer valuable lessons for reshoring experiences. Countries like 
Germany and Japan, with strong manufacturing bases, have demonstrated the importance of 
continuous investment in workforce training and technological innovation. These nations 
have also shown the significance of government support in terms of subsidies and policies 
that encourage domestic manufacturing. 

Moreover, the experiences of these countries underline the importance of creating an 
ecosystem that supports manufacturing, including a robust network of suppliers, advanced 
research facilities, and a culture that values manufacturing as a vital component of the 
national economy. 

In conclusion, the reshoring of manufacturing to the U.S. presents both significant 
opportunities and substantial challenges. The decision to reshore involves complex trade-offs 
that each company must evaluate based on its unique circumstances. Nonetheless, the trends 
suggest that with the right strategies and support, reshoring can contribute to a stronger, more 
resilient economy. As such, it remains a critical area for policymakers and business leaders 
to explore and support. 

4 Conclusions and proposals  
In concluding the analysis on reshoring manufacturing to the U.S., it is evident that the 
process offers tangible benefits in the form of enhanced supply chain security, job creation, 
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and economic revitalization. The strategic shift towards domestic production is not merely a 
response to global instability, but a proactive step toward sustainable economic growth and 
innovation. However, the transition is laden with operational and logistical challenges that 
require careful consideration and strategic planning. 

The author proposes that successful reshoring will depend on a collaborative approach 
involving government, industry, and academia. Policymakers should consider extending tax 
incentives and grants for businesses that invest in domestic manufacturing and workforce 
development. Additionally, there should be an emphasis on creating partnerships between 
educational institutions and the manufacturing sector to address the skills gap and prepare a 
new generation of workers for the high-tech manufacturing environment. 

Further, it is recommended that companies embracing reshoring should invest in AI and 
automation to offset higher domestic costs and to capitalize on the efficiencies these 
technologies bring. They should also focus on developing flexible supply chains that can 
adapt to rapid changes in the market and technological advances. 

The resilience of supply chains should be a priority, with a balance struck between the 
efficiency gains from globalization and the risk mitigation provided by localized networks. 
Companies must adopt a risk management approach that considers diverse scenarios, 
including future global disruptions, and plan their supply chain strategies accordingly. 

Innovation should remain at the forefront of the reshoring initiative. Continuous 
investment in R&D will be essential for maintaining competitiveness in the global market. 
The U.S. has the potential to lead in advanced manufacturing technologies, provided there is 
sustained commitment to innovation. 
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