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Revitalizing U.S. Manufacturing

While the most recent hemorrhaging of jobs in the manufacturing sector is the result of the global economic crisis, the decade-long decline of manufacturing has been driven by bad policies and the lack of a national economic strategy.  A strong U.S. manufacturing base is essential for maintaining a strong middle class and a strong national defense.  Congress must address the policies at the root of the crisis in manufacturing—namely tax, trade and investment policies; health care reform; and labor law reform.

American manufacturing jobs are being lost at an alarming rate.  Since 2000, America has lost 4.5 million manufacturing jobs—and more than 40,000 manufacturing establishments have closed.
  At the end of 2008, manufacturing employment in the United States was 12.98 million, the lowest figure since 1942.
  As a share of total U.S. jobs, manufacturing has declined from its peak of nearly 40 percent just after World War II to 20 percent in 1981 and less than 11 percent in 2008.
  Economic activity in the manufacturing sector is at its lowest level since June 1980,
 and the new orders index is at it lowest recorded reading.
 

Manufacturing is America’s engine for generating good jobs and building a middle class.  Historically, manufacturing has been a crucial source of good jobs for the large majority of American workers without a college education.  Every manufacturing job supports as many as four other jobs,
 providing an important boost to local economies.

A strong U.S. manufacturing base is essential for maintaining a strong national defense.  America’s national defense long has been based on the strength of its industrial base.  But the emergence of globalized production networks in key manufacturing industries, along with the loss of critical domestic production and technological capacity, has made the American industrial base more vulnerable to disruptions from international crises—and international terrorism—than ever before.

The loss of manufacturing technology and technical capacity undermines innovation as an engine for growth.  Massive job losses in manufacturing mean that the sector’s technical capacity is being offshored.  The loss of research, design, engineering and development capacity, in addition to skilled production workers, means that future innovations are more likely to be made in the economy of another country.
The manufacturing trade deficit has grown dramatically at the cost of U.S. jobs.  The deepening trade deficits of the past two decades have contributed to the decline in manufacturing jobs and wages.
  The U.S. trade deficit of $95 billion in goods and services in 1995 hit a staggering $756 billion in 2006, with China accounting for an ever-increasing portion of that growth.
  By 2007, the trade deficit with China, concentrated in manufacturing, grew to $256 billion.
  In 2008, it accounted for a shocking 60 percent of our manufactured goods trade deficit.
  According to the Economic Policy Institute, the growth of U.S. trade with China since China entered the World Trade Organization in 2001 has had a devastating effect on U.S. workers and the domestic economy.  Between 2001 and 2007, 2.3 million jobs were lost or displaced, including 366,000 in 2007 alone.
  New demographic research shows that, even when re-employed in non-traded industries, the 2.3 million workers displaced by the increase in trade deficits with China in this period have lost an average $8,146 per worker per year.
  In 2007, these losses totaled $19.4 billion.
The manufacturing sector is especially hard hit by the national health care crisis and exploding health care costs.  Because many nonunion firms and manufacturers operating abroad often refuse to provide health care for employees, responsible unionized

manufacturers who do provide health care coverage are at an unfair competitive disadvantage.  Health care adds $1,400 to the cost of every General Motors vehicle made in the United States.  The steel and auto industries in particular have enormous retiree health care legacy costs that undercut their competitiveness and create pressures for employers to eliminate retiree benefits.

Congress must reform U.S. trade policies.  Changes to trade policy must include attention to the U.S. trade deficit, protection of U.S. trade laws and the inclusion of enforceable workers’ rights and environmental standards in trade agreements.

Congress must reform U.S. tax laws.  U.S. tax laws must be revised to eliminate incentives for corporations to move production overseas.

Congress must target currency manipulation.  Congress must pass legislation targeting illegal currency manipulation by China and other countries, which puts U.S.-based producers at a competitive disadvantage.

Congress must develop a strategy for investment in U.S. manufacturing.  The U.S. must invest in critical manufacturing sectors and technologies and seek energy independence through investment in advanced transportation infrastructure, including advanced coal technology, energy efficiency, advanced automotive technology and renewable energy (solar, thermal and wind).  These investments should be tied to domestic investment requirements for production.  Congress should strengthen the various “Buy American” laws to ensure that public investments are actually made in the United States.
Congress must pass health care reform.  Health care reform should be enacted through a real Medicare prescription drug benefit, increased subsidies for employer-provided coverage, expansion of public programs or some combination thereof.  Bringing new public money into the health care system is essential to easing cost and competitive pressures and preserving employer-sponsored health care. 

Congress must pass labor law reform.  Congress must pass the Employee Free Choice Act, which would help that ensure workers in the manufacturing sector have the freedom to form unions and bargain collectively—a right that has eroded over the past few decades. Without significant labor law reform, the quality of manufacturing jobs and the opportunities for workers without college degrees to increase their standard of living will be severely limited.
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