
It should come as no surprise to Americans and their elected officials that our current economic problems derive directly from a policy called “Free Trade”.  For those of us who are involved in manufacturing in the United States, it certainly is no surprise because we felt and watched the effects of this policy on the manufacturing sector for 30 years or more and always wondered when it would affect the economy at large and, up until 2008, why it hadn’t!


The thesis is quite simple; money that is spent on American products finds its way into the pockets of Americans over and over and over. Money that is spent on foreign made products finds its way into the pockets of citizens of foreign countries.   Much of the service economy in the United States feeds off the manufacturing sector.  A factory needs accountants, lawyers, consultants, coffee, etc. etc. etc.  Those service people might spend their money on American made products which would find its way back to them.  Everyone does well, including the government which taxes and spends the money on its employees who also might purchase American made products. Put another way, a circle of people, each giving the person in front of them a massage for a fee, would eventually be completed and the fee would be passed in a circle creating no new wealth.


This notion is not unknown to our government officials. The Department of Commerce has published studies which conclude that money invested by the government in the private sector is most productive when invested in manufacturing.  As to why the government pursued this policy without regard to consequences, one might speculate or even come to understand at some point but for the purposes of this article, it doesn’t really matter.  Since Ronald Reagan and before, each and every administration, regardless of political party has zealously pursued a policy of “Free Trade” which in essence, progressively removed tariffs and quotas on products made in foreign countries that are imported into the United States.


As to why the “Free Trade” policy didn’t come home to roost prior to 2008, it could be that the technology sector, the financial sector , the health care sector or the housing sector masked a seething problem. But I think after stimulus spending, we’ve run out of tricks.


On a personal note, I have been involved in the textile industry making fabric in the United States since 1979.  The issue that has plagued us since I began in the industry has been that our customers, those involved in the “needle trades” manufacturing garments, have come under more and more price pressure from retailers who are sourcing overseas.  The real origins of this price pressure can be traced to the huge leveraged buyouts of the 1980’s retail operations.  The newly formed entities were under pressure to pay very high debt with very high interest and overseas sourcing offered a solution.  Today, a trip to Walmart will reveal virtually nothing in the store made in the United States with most of it made in China.  Literally hundreds of former customers in our database have gone out of business in the United States.  I believe that today the textile apparel trade employs some 2-300,000 people.  At its peak, I believe it employed 3-4,000,000.   Most of what is in existence relies on so-called “807” and  Carribean and Central American manufacturing to stay in business.   Other U.S. manufacturers subsidize their U.S. operations with imported product; they may import two-thirds of their product and make the rest here. For fabric, the price of imported fabric is approximately 30% lower than our lowest price.  To bring it even further into focus, were it not for imported yarn, our costs would be 15% higher!!


I watched in horror as the government embarked on a huge economic stimulus program designed to rescue the economy.  My horror was not born of the belief that economic stimulus was not the right course of action.  I was horrified that their basis for believing that it would work was the  FDR model!  No one seemed to recognize that the economy in 1930 was based on manufacturing and our economy today is not!  This was going to be a huge investment in our economy but the stimulus money was going to go immediately to foreign manufacturers without being churned in the U.S. 


Let’s suppose that Walmart, like most retailers, operates on a 100% gross margin.  An item that costs Walmart .50 sells in the store for 1.00.  Their gross profit is .50 on that item.  From that they deduct everything else such as salaries, rent, promotion, etc etc and they make their net profit. Eighty years ago, the .50 cost of that item would go to a U.S. manufacture who would use let’s say 50% of that to pay their U.S. suppliers and another fraction to pay their employees etc. The money is churning the economy.  Today, of the $1.00 that is spent by Americans in Walmart, $.50 is going to China, let’s say.  The government, while well intentioned, is getting zero bang for their buck!  Fifty percent of a surprise tax refund, if spent by the taxpayer, is on its way to China within a week!


I read with amusement the much pundits comments on the much anticipated holiday retail sales figures. As a harbinger of economic well-being, these figures are almost worthless. The money spent in stores during the holidays is going overseas.


One of the most successful government stimulus programs for our industry was “cash for clunkers”. A competitor of ours who supplies Detroit with fabric for automobile upholstery was using 6-8000 lbs per week of a certain yarn.  Within two weeks of the program kicking off, their useage went to 50,000 lbs per week.  Even though we don’t supply automotive fabric, our business improved very much just from the spillover need of non automotive fabrics that weren’t being supplied by our competitors.


I read an interesting article in the New York Times, which by the way, has consistently supported “Free Trade”.  The article took issue with the notion that manufacturing in the United States was dead.  The journalist cited examples of local successful cottage industries, most of which involved food (which the American public still seems to like U.S. grown and made).  A coffee roastery with accompanying photo showed 2 men pouring the beans in and a third man, presumably the owner, on a cell-phone supervising the operation (or posing for the photo?).  Utterly laughable but not very funny.  Google images only “Manufacturing in China” and you will see hundreds of people in a single sewing room pumping out garments.  The journalist seemed to have taken the literal meaning of the phrase “manufacturing is dead” and felt good that she could provide a half a dozen examples that proved the claim was false.


The United States manufacturer is no longer globally competitive. He/She faces a cost structure that his competitor in China does not have; cost of labor, cost of benefits, product safety, environment, plant safety, employment laws, taxes.  I don’t think anyone would argue that premise.  A sewing plant that employs 300 people being paid $8.00/hour plus benefits, etc, can’t compete with the same plant in China paying $3.00/day. 


Here is the difference, plain and simple;  Freedom of Speech.  Unless people who are being mistreated or their advocates are afforded the opportunity to “complain”, nothing will change.  China is being run like a huge corporation. It is what Chomsky called, “rule by executive order”, just like a corporations. If we could run the U.S. like that, then we would be competitive.  We also would not be the United States of America and we would not enjoy her freedom.


I’m sorry for being so long winded. I wrote Prof. Reich about this a few years ago before the recession when he was still at Brandeis. Maybe I wasn’t convincing enough, or  maybe I didn’t present my case well enough. He enjoyed the discussion but ultimately he was dismissive.  I got the feeling that “sharing the wealth” of the United States was something that he didn’t think was so bad and truthfully, I don’t think its so bad either.  There’s some question in my mind whether the wealth in China will ever actually be shared to the degree it is in the United States.  The United States had a bloodless social revolution during the FDR era.  I doubt whether it will happen without blood in China. 


It seems certain that the “protectionist” idea of restricting imports by increasing tariffs or reducing quotas has very little traction. The largest lobbies are on the side of “Free Trade” today. If the manufacturers’ lobby was unable to exert any influence on the government 30 years ago, they are unlikely to be successful today with far less resources. 


But I believe there is a solution that will level the playing field and restore the global competitiveness of the United States manufacturer.  It is quite radical, if I do say so myself.  It came to me because I couldn’t whole-heartedly argue that the move of manufacturing overseas was unjustified.  I ran a manufacturing facility in Soperton, Georgia, for twelve years and the largest problem I faced was the labor pool.   If jobs were so scarce at that level, why couldn’t I find good workers?  Yes, well, the safety net was a bit of an issue but not so big an issue as conservatives would have you believe.  Most of my applicants didn’t have the capacity to do what I wanted them to do.  The ones that did have the capacity to do more, WERE DOING MORE!  The applicants at the factory floor worker level were by and large pitifully unqualified.  They were poorly educated yes, but more importantly, they lacked the discipline and ambition necessary to improve their circumstance. As I compared notes with other people in my position, I found them 100% in agreement; “you can’t find good people”.  So where did the good people go?  


I had a good education at Brandeis University, majoring in American Studies and graduating in 1978. I learned a little about the history of the United States and what made it great and what made it successful, and what catapulted her into the wealthiest nation on earth.  It was that same freedom that costs us so much money today.  “Give us your tired, your poor huddled masses”. Those great workers of a generation ago were our grandfathers (and sometimes grandmothers) who fled to this country for a better life. These were workers who, for reasons having nothing to do with their ability and drive, were held back from success.  These were workers who had the discipline to break the chain of poverty, if not for themselves, then for their grandchildren. These were competitive workers with ingenuity, discipline and drive. That’s who I want working for me, not the chronically unemployable.  Those are the workers that can make my company globally competitive. 


Waves and waves of millions of immigrants fed this country’s unquenchable thirst for cheap labor and made her an economic superpower.  Those workers, by and large succeeded in climbing the ladder of success for themselves or their children. Their children are doctors, lawyers, accountants, office workers, congressman, teachers etc, etc. etc. 


So you see where I am going now. I’m almost embarrassed to say it out loud. Its blasphemous.

Open the borders and let them in, but under a different set of rules. (Are you scared yet?). A second tier of citizen, a “conditional” citizen.  A probationary period during which time some of the laws that make us “uncompetitive” are tweaked.   Some of the protections afforded full-fledged citizens do not apply  ie minimum wage, unemployment insurance, government benefits,   Yes, I know, I’m on dangerous ground but the devil is in the details and it would take many people with more knowledge than me to lay out those details. 

I’m not saying turn back the clock.  I’m saying make our way of life available to people in other countries who want a chance to succeed. Don’t endorse a repressive way of life in other countries by sending them boatloads of civilized money!  Don’t sit back and hope for freedom to spread.  Make it available now!

That’s my vision; a fresh beginning, a new start.  Maybe they will start a new city somewhere in the middle of nowhere (Wyoming?), a manufacturing capitol.  Stop wasting money trying to stop them from coming in. Stop the (word for fear of foreigners).  Stop the polical infighting over tax money.  Give this country fresh blood, fresh meat, strong backs, keen minds, .  Give us the very same people that are making our clothes in China.   Let them come here. Let them be free. 

Are we not “exploiting” them anyway in a far more incidious and permant manner?  Let them help us produce the wealth that we can use to pension off our dyehard labor force and subsidize those who can’t help themselves. Don’t turn our backs on those Americans, or steal their jobs, but give them relief and hope.   A whole new economy catering to the new arrivals with cheaper, smaller housing units, less expensive meals, cheaper cars, bicycles, seeds for gardens, sewing machines, smaller tv’s, buses, trains, for transportation.

That’s the answer.  Do what any aggressive company would do under the circumstances; hire the competitors’ people away!  And as the people fled those horrific conditions, production would falter and those countries would be forced to raise their wages and improve the conditions and yes, finally, give their people some freedom. 

