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Introduction  

The U.S. manufacturing sector is a critical part of the U.S. economy, totaling 11.5 percent of U.S. 
Gross Domestic Product (GDP).1 In addition, manufacturing firms account for 70 percent of the 
research and development carried out by U.S. industries, and generate 90 percent of all patents.2  

In 2011, the Joint Economic Committee held a series of hearings on “Manufacturing in the USA.” 
The first hearing discussed the need for a national manufacturing strategy built with input from 
small and large businesses, labor, and other key stakeholders.3 The second hearing examined the 
role of workforce training and specialized education in preparing workers for jobs in 21st century 
manufacturing, including advanced manufacturing.4 In particular, the hearing analyzed whether 
effective training programs could help lower the unemployment rate and considered examples of 
successful state and local programs. The third hearing focused on the impact on the economy of 
our current trade policy.5 A key issue addressed in the hearing was China’s ongoing currency 
manipulation and the central role this plays in China’s trade surplus with the United States. The 
final hearing in the manufacturing series focused on the impact that infrastructure investment has 
on job creation, particularly in the manufacturing sector.6 At this hearing, the Committee 
examined the interplay between effective transportation infrastructure and economic growth.  

The Joint Economic Committee also released several reports in the 112th Congress related to 
American manufacturing. These included: 

• “Addressing Long-Term Unemployment After the Great Recession: The Crucial Role 
of Workforce Training” (August 2011).7 

• “The Importance of Trade Adjustment Assistance for America’s Workers” 
(September 2011).8 

• “Nowhere to Go: Geographic and Occupational Immobility and Free Trade” (October 
2011).9 

• “STEM Education: Preparing for the Jobs of the Future” (April 2012).10 

• “The Impact of Intellectual Property Theft on the Economy” (August 2012).11 

• “U.S. Trade with South Korea: Implications for the U.S. Economy” (September 
2012).12 

This report lays out policies that the United States can pursue in order to ensure U.S. global 
competitiveness. By addressing the ongoing skills mismatch in an evolving manufacturing sector, 
the nation’s deteriorating transportation infrastructure, research and development, and trade 
enforcement, policymakers can support the manufacturing industry in the United States. 
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Skills Mismatch for the Manufacturing Jobs of the Future 

A competitive manufacturing sector requires an ample supply of skilled manufacturing workers. 
While unemployment, and in particular long-term unemployment, in the manufacturing sector 
remains high, many employers report shortages of qualified workers for available positions. A 
2011 survey found that 83 percent of manufacturers were experiencing a serious shortage of 
skilled production labor, and that 600,000 manufacturing positions were unfilled because of a lack 
of appropriately trained workers.13 Even at the height of the recession, a survey of manufacturers 
found that over one-third were experiencing shortages of engineers and scientists—and most of 
them anticipated greater shortages in the future.14  

Trends throughout the manufacturing sector suggest that future vacancies are more likely to be in 
high-tech fields and to be filled by workers with some education beyond high school. As a result, 
lower educational attainment may limit the ability of displaced or otherwise unemployed 
manufacturing workers to take advantage of new job openings.15 These trends were set in motion 
long before the Great Recession, but they persisted during the recession and continue to affect 
workers searching for jobs. 

Over the past several decades, individuals with at least some college education have increased as a 
share of the manufacturing workforce. In 2007, the share of manufacturing workers with 
education beyond high school surpassed the share of workers with only a high school degree or 
less education for the first time.16  

However, many manufacturing jobs still do not require a bachelor’s or advanced degree; indeed, 
obtaining an associate’s degree or gaining on-the-job experience through an apprenticeship is an 
increasingly common path to a career in 21st century manufacturing fields.17 Bureau of Labor 
Statistics data show that jobs that require such types of post-secondary experience short of a 
bachelor’s degree are projected to grow at a faster rate over the course of the current decade than 
jobs that require only a high school degree or less, and even those that require a bachelor’s degree 
(see Figure 1). The demand for occupations in which an apprenticeship is typically needed to 
attain competency is expected to expand by 23 percent from 2010 to 2020—a considerably 
quicker pace than the 14 percent projected growth for overall employment. 18   

Manufacturers’ demand for workers with computing and software engineering skills is rising.19 
Part of that rise can be explained by an increasing integration of software into manufactured 
products. In addition, the manufacturing sector in the United States has a large share of workers in 
service-related occupations, such as professionals and technicians.20 This underscores the 
importance of additional education and training to prepare workers to fill jobs in the 
manufacturing sector. 
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Existing Education and Training Programs Are Falling Short 

Consistent with trends in the economy more generally, manufacturing employers are seeking 
individuals equipped with science, technology, engineering, and math (STEM) skills; however, our 
education system is failing to produce an adequate supply of workers to meet the needs of these 
employers.21 The existing STEM pipeline leaves too many students without access to quality STEM 
education, and without the interest and ability to obtain a degree or work in STEM. Current 
statistics on STEM education in the U.S. highlight the challenge facing educators and policymakers, 
making it clear that the United States must do more to build a strong STEM workforce for jobs in 
21st century manufacturing.22 Although community colleges can be vital pathways to training and 
employment opportunities, the curriculum currently taught in community colleges may be 
“inadequately connected to job market needs” of manufacturers and other employers.23 
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If employers are having difficulty finding workers with the appropriate skills, additional training 
for unemployed workers that matches the needs of expanding sectors and occupations could make 
those workers more attractive to hiring employers.24 However, the United States spent less than 
other developed countries on labor market policies in 2010, including workforce training and job 
search programs.25 The United States invested 0.9 percent of gross domestic product on labor 
market policies in 2010, compared to an average of nearly 1.7 percent of GDP among OECD 
countries. At the individual level, the United States invested only $845 per labor market 
participant—$369 dollars or 30.4 percent less than the average amount spent by other OECD 
countries.26 

One challenge is that several core sets of federal programs that support our education and 
workforce training pipeline are in need of reauthorization and modernization. The Elementary 
and Secondary Education Act, the Workforce Investment Act, and the Carl D. Perkins Career and 
Technical Education Act would all benefit from long-term reauthorizations that enhance the focus 
on preparing workers for the jobs of the future.27 An additional challenge is that, for many young 
people, education and training may be cost-prohibitive, even though obtaining such education and 
training would be greatly beneficial in terms of improved career and salary prospects over their 
lifetimes. 

Potential Solutions to Prepare Workers for the Jobs of the Future 

Manufacturing jobs of the 21st century will require more technical skills and a different kind of 
know-how than the jobs of the past. Unfortunately, education budgets have been under severe 
stress in the aftermath of the recession, with “at least 23 states [having] enacted identifiable, deep 
cuts in pre-kindergarten and/or K-12 spending.”28 Science programs may be more likely to be cut 
as funding becomes even tighter, since science skills are not tested under the Elementary and 
Secondary Education Act.29 Specific legislation to improve our nation’s STEM skills deficit includes 
the Preparing Students for Success in the Global Economy Act (S. 1675) and the Computer Science 
Education Act (S. 1614).30 Furthermore, policies to support STEM education should be included in 
legislation to reauthorize the Elementary and Secondary Education Act. 

Improving STEM education at the K-12 level and beyond will also require a focus on career and 
technical education to provide young people with the opportunity to obtain STEM skills and 
certifications that prepare them for 21st century jobs, even if not culminating in a bachelor’s or 
higher degree. The Education for Tomorrow’s Jobs Act (S. 1686) would authorize grants to local 
educational agencies that would support partnerships across K-12 schools, institutions of higher 
learning, employers, and other local stakeholders to emphasize college and career readiness.  

The Carl D. Perkins Career and Technical Education Act, which authorizes a variety of 
apprenticeship programs for students and young workers, will require reauthorization in 2013. 
An additional piece of legislation that would bolster apprenticeship programs is the Workforce 
Innovation for New Jobs and Applied Education Act (S. 1948). This legislation would allow 
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employers to claim an apprenticeship program expenses tax credit, among other provisions. A 
similar tax credit program could be established to defray on-the-job training costs incurred by 
employers. Improving the transition from the classroom to the workplace also involves promoting 
tighter linkages between our nation’s community colleges and employers so that young people are 
educated for jobs in expanding fields.  

With regard to training older workers for jobs in 21st century manufacturing, reauthorization of 
the Workforce Investment Act would provide an opportunity to modernize and reform federal job 
training programs to ensure that the programs are as efficient and effective as possible and are 
delivering the greatest return on investment. Proven training programs deliver benefits to both 
workers, who gain new skills that lead to employment, and employers, who are able to find the 
skilled workers they need to operate and expand their businesses. The High-Tech Job 
Opportunities Between our Shores Act (S. 1329) would improve worker training by authorizing 
grants for education and training programs for jobs in advanced manufacturing. Additionally, the 
America WORKS Act (S. 1243) would create a registry of skill credentials that are required by 
federal or state law for an occupation, are from the Manufacturing Skills Certification System, and 
are industry-recognized and nationally portable credentials consistent with established industry 
competency models. 

Trade Adjustment Assistance (TAA) is also important to limiting the extent to which the skills 
mismatch exacerbates issues facing American workers and manufacturing employers. TAA 
compensates those workers who, through no fault of their own, are adversely impacted by the 
effects of import competition on local production and helps those workers develop the skills 
necessary to compete in the global marketplace. Through training, relocation, and job search 
allowances, TAA aids the skills-matching process between an employer and the unemployed that 
is crucial to an efficient labor market in the manufacturing sector. Expanded eligibility for TAA 
benefits was enacted in 2009, but is scheduled to expire at end of 2013. 

A promising approach to workforce training would focus resources on training for jobs in 
regionally strong industries. Sectoral programs identify those sectors that offer strong growth 
opportunities in a community and then work with non-profit organizations and private-sector 
employers to craft programs that build skills that will be in demand. Successful programs have 
been undertaken in manufacturing and other sectors and these programs have “emerged over the 
last decade as one of the most effective strategies for addressing the skill requirements of 
businesses.”31 Sectoral programs have shown positive outcomes, with participants more likely to 
get and retain employment than those who have not received such training.32 The Marcellus Shale 
On-the-Job Training Act (S. 588), for example, would establish a grant program to help prepare 
workers for positions in the exploration for, production of, and transportation of natural gas from 
the Marcellus Shale formation, another expanding sector of the economy. 
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The Role of Transportation Infrastructure in Manufacturing 

The manufacturing sector relies on various modes of transportation to obtain raw materials and 
to transport end products to the marketplace. In addition to surface transportation, manufacturers 
rely on ports and airports to import raw materials and export products. Consequently, promoting 
a competitive American manufacturing sector requires ensuring that manufacturers have access 
to efficient and effective transportation infrastructure. Unfortunately, the United States risks 
falling behind international competitors in maintaining and developing critical infrastructure. 
Despite passage last summer of legislation reauthorizing surface transportation programs through 
FY 2014, projected long-term funding shortfalls in the Highway Trust Fund remain.  

Infrastructure Investment Supports Growth in the Manufacturing Sector  

Infrastructure produces positive spillover benefits for the economy.33 Every dollar spent on 
infrastructure boosts private-sector productivity and hiring.34 Investing in infrastructure in the 
current economic climate would pay a “double dividend,” boosting aggregate demand at a time 
when the economy is operating below capacity while laying the groundwork for long-term 
economic growth.35 Moreover, unlike other forms of government spending, investing in 
infrastructure “crowds-in” private sector investment and employment even when the economy is 
near full employment.36 

The principal direct benefit of an effective transportation system is that it reduces transport costs 
for firms. Those reduced costs, in turn, allow firms easier access to new markets, enhance 
knowledge spillovers that result from an accumulation of economic activity in close proximity, 
foster competition, spur innovation, raise productivity, relieve price pressures, and lead to 
increases in living standards.37 A well-functioning infrastructure system boosts exports and is 
necessary to maximize the gains from trade.38 

Several economic studies have determined that the economic benefits of infrastructure 
investment are particularly pronounced for the manufacturing sector.39 That is to be expected 
given manufacturers’ heavy reliance on infrastructure networks to physically transport inputs to 
factories and outputs to markets in other regions and countries.  

In addition, such investments would boost labor productivity and cut down the amount of time 
that Americans spend in traffic. According to one estimate, Americans in 439 urban areas spent 
some 4.8 billion hours sitting in traffic in 2010. This congestion (based on wasted time and fuel) 
cost about $101 billion.40 Infrastructure investments can also help to connect Americans with job 
opportunities in manufacturing. Studies show that many low-income individuals, in particular, 
could benefit from the enhanced ability to move around cities and regions that would come from 
improving access to reliable transportation.41 
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The United States Risks Falling Behind 

Public spending on infrastructure in the United States is only about 2.4 percent of GDP.42 By 
contrast, China spends 9 percent of its GDP on infrastructure and Europe spends 5 percent.43 
Moreover, U.S. spending is down from the approximately 3.1 percent of GDP invested in 
infrastructure in 1963, the most recent peak (see Figure 2), a difference that would equate to 
more than $100 billion in additional infrastructure investment per year based on current GDP.44 
Moreover, the United States is not investing in the highest quality infrastructure when compared 
with other nations. According to the World Economic Forum, the United States ranks 25th overall 
in the world for infrastructure quality, with its roads, railways, ports, and air-transport 
infrastructure all failing to match up to systems in northern Europe.45 Relative to countries in 
Europe, the United States directs a lower share of its infrastructure spending to maintaining roads 
than to new construction;46 however, there is a particularly high return on investment to 
maintaining existing transportation infrastructure.47 
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CBO has determined that “tens of billions of dollars of additional infrastructure spending each 
year could be justified on an economic basis.”48 The American Society of Civil Engineers (ASCE) 
gives our infrastructure a grade of D, arguing that even more infrastructure spending is necessary. 
The ASCE has determined that the United States needs to spend $2.2 trillion over the next 5 years 
to bring our infrastructure “up to a good condition.”49 Other reports demonstrate that sustained 
and increased funding is needed to bring our infrastructure, including surface transportation 
networks, up to par.50 To the extent that the United States falls short in repairing and replacing 
existing infrastructure, the net stock of transportation infrastructure deteriorates. 

Federal Government Support is Essential, Particularly Given Currently Tight State and 
Local Budgets 

Government support for infrastructure is necessary. Although public-private partnerships would 
attract new private capital to transportation infrastructure, the scale of such capital flows would 
be modest compared with what is needed.51 Moreover, relying on the private provision of highway 
infrastructure could result in a patchwork of tolled and non-tolled roads, undermining national 
uniformity in highway operation, increasing travel costs, and impeding passenger travel and 
interstate commerce.52 Conversely, by planning strategically, coordinating with states and 
localities, and partnering with private-sector entities when appropriate to fund worthy 
infrastructure investments, the federal government can facilitate commerce and exports and give 
a boost to U.S. manufacturers.53 

Federal support for infrastructure is even more critical at the moment because state and local 
governments are facing serious budget challenges and lack the financial flexibility of the federal 
government to borrow cheaply to invest in economic growth. In recent decades, three-quarters of 
public infrastructure spending has been done by state and local governments, and infrastructure 
has been considered their domain.54 The federal government has supplemented that spending in 
the form of matching grants to states.  

Further, states and localities generally turn to the bond market to finance long-term infrastructure 
projects. But recently states have faced higher borrowing costs and more difficulty than usual in 
financing investments through this mechanism, because of turmoil in the financial markets and 
declining ratings for some state and local debt instruments.55 Thus, a boost in federal 
infrastructure investment is particularly valuable during and in the aftermath of economic 
downturns, when states cannot maintain adequate funding. 

The Transportation Infrastructure Funding Process Fails to Meet Current Needs 

Federal funding for surface transportation projects comes from the Highway Trust Fund, which is 
funded primarily through the 18.3 cent per gallon tax on gasoline and 24.3 cent per gallon tax on 
diesel fuel. 56  
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Through the mid-1990s, the trust fund’s level remained generally stable. However, increased fuel 
efficiency and the emergence of hybrid vehicles have caused a dramatic drop in the revenue 
stream for the trust fund, leading to several transfers from the General Fund of the Treasury since 
2008 to ensure the trust fund could meet its obligations. According to the Congressional Budget 
Office, those transfers have totaled $29.7 billion.57 The recently enacted Moving Ahead for 
Progress in the 21st Century Act (MAP-21) transfers an additional $21.2 billion from other funds to 
the Highway Trust Fund to cover the shortfall through 2014, while not addressing its underlying 
causes. 58 

That shortfall in funding has led to an ongoing policy debate over the future of transportation 
funding in the United States, including cuts to programs or alternative financing methods for 
surface transportation. Currently, highway, mass transit, and surface transportation safety 
programs are authorized and funded through the end of FY 2014 through the MAP-21 Act. To be 
sure, that is an improvement over the series of temporary extensions that lasted from the end of 
FY 2009 until July 2012, which created uncertainty for public and private sector actors alike. Even 
so, the relatively short-term nature of the MAP-21 Act may continue to prevent the United States 
from realizing the full gains to be had from an effective, sufficiently funded transportation 
infrastructure system. Moreover, the political nature of selecting infrastructure projects may lead 
to an inefficient use of resources.59  

Potential Solutions for a 21st Century Transportation Infrastructure Network 

Persistent shortfalls in funding for surface transportation projects, shortcomings in the 
infrastructure project selection process, and uncertainty regarding the status of authorizations 
and funding beyond the next two years keep U.S. manufacturers from receiving the full benefits of 
a healthy infrastructure system. This includes the benefits that stem from spillovers among 
manufacturers that exist in close proximity to suppliers, customers, innovators, and skilled labor. 

Beyond extending and strengthening existing infrastructure programs, including programs to 
maintain locks, dams, ports, and waterway infrastructure, it is important to promote innovative 
approaches that pair public and private capital in order to build and maintain a 21st century 
infrastructure network. Currently, the United States lags behind international competitors in 
developing public-private partnerships in infrastructure,60 and more could be done at the federal 
level to support states and localities in assessing the costs and benefits of entering into public-
private agreements.61 Establishing a national infrastructure bank could improve infrastructure 
project selection, since projects would be selected based on expected returns on investment 
rather than formulas or earmarking. Pieces of legislation that would establish such an entity 
include the Building and Upgrading Infrastructure for Long-Term Development Act (S. 652), the 
American Infrastructure Investment Fund Act (S. 936), the American Jobs Act of 2011 (S. 1660), 
and the Rebuild America Jobs Act (S. 1769). 



 Manufacturing in America: 
Challenges and Policy Solutions          

 
 

   Page 10                       Prepared by the Chairman’s Staff of the Joint Economic Committee                                  

Supporting the development of regional industry clusters in tandem with strengthening 
infrastructure networks can enhance economic gains. Just as infrastructure can help move goods, 
it can also connect people working in similar industries in close proximity, facilitating the transfer 
of knowledge and ideas. The Strengthening Employment Clusters to Organize Regional Success 
(SECTORS) Act (S. 665) and the Building a Stronger America Act of 2012 (S. 3479) would establish 
a new grant program administered by the Department of Labor to expand industry or sector 
partnerships that lead to collaborative planning, resource alignment, and training efforts across 
multiple firms for current and potential workers within the industry cluster. 

 

Tax Policy Should Better Support Research and Development 

Seventy percent of research and development by U.S. industries is undertaken by manufacturers.62 
A tax system that better supports research and development would help the manufacturing sector. 
The case for federal support for research and development expenditures is particularly strong. 
Studies show that half or more of economic growth in the United States over the past fifty years is 
attributable to improved productivity resulting from innovation.63 However, as with capital 
investments, individual companies do not capture the full social benefits of R&D spending, 
because of knowledge and financial spillovers.64  

Despite evidence that each dollar of revenue foregone through the R&D tax credit boosts private 
sector R&D activity by more than a dollar—consequently boosting economic growth—the credit 
has not been made permanent.65 Additionally, the calculation of the credit can be unwieldy and 
confusing for businesses, and its scope is relatively narrow; a variety of R&D-related activities that 
likewise have beneficial spillover effects for the economy are not eligible for the credit.66 Tax 
credits designed to incentivize advanced energy manufacturing likewise have not been made 
permanent—complicating planning for businesses investing in this area.  

Potential Solutions for a Competitive Tax Code for the Manufacturing Sector 

A variety of steps can be taken through the tax code to improve the desirability of the United 
States as a location for manufacturers. First and foremost, the research and development tax 
credit should be made permanent. The Job Creation through Innovation Act (S. 825) would 
accomplish this, as well as (1) increase the tax credit for increasing research activities, (2) allow 
an increased research tax credit for manufacturers whose domestic production gross receipts are 
more than 50 percent of their total receipts, and (3) make the research tax credit refundable for 
businesses with an average number of employees of 500 or fewer. Portions of this legislation are 
included in the American Growth, Recovery, Empowerment, and Entrepreneurship (AGREE) Act 
(S. 1866).  
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The Job Creation through Innovation Act would also expand the 48(c) Advanced Energy 
Manufacturing Tax Credit by allocating $5 billion of grants or tax credit amounts to manufacturers 
of goods and components in the United States that are used in alternative energy projects. Another 
piece of legislation that would extend and strengthen the 48(c) tax credit is the Make It in America 
Act (S. 1764).  

More general steps that would support domestic manufacturing include accelerated depreciation 
schedules and bolstering the section 199 domestic production tax credit for manufacturers. Short-
term steps could also be taken to support the manufacturing sector as the economy continues to 
recover from the Great Recession. Congress could provide tax relief to manufacturers by extending 
bonus depreciation for equipment investment through 2013. Under current law, full depreciation 
expired at the end of 2011, and 50 percent depreciation expired at the end of 2012. The Bring Jobs 
Home Act (S. 3364) would establish a tax credit to defray costs associated with onshoring 
production and moving jobs from foreign countries back to the United States, and eliminate the 
deductibility of expenses incurred when moving operations overseas. 

 

The Global Economy Presents Challenges for the U.S. Manufacturing Industry 

U.S. manufacturers compete in markets supplied by competitors from across the globe, both 
domestically and abroad. However, while U.S. firms are known for innovation, intellectual 
property theft and currency manipulation undercut its competitive advantage. 

Intellectual Property Theft Hurts U.S. Manufacturers 

Intellectual property (IP) is at the core of U.S. competitiveness, productivity gains, and economic 
growth. Indeed, IP-intensive industries accounted for nearly 20 percent of all jobs in 2010 and 
over one-third of GDP.67 Conversely, IP theft slows economic growth and threatens job creation. 
While precise estimates of the magnitude of counterfeiting and piracy are difficult to come by 
because of the complexities associated with measuring a secret, illegal activity, there is broad 
agreement that IP theft has increased in recent years. IP theft has negative impacts on consumers, 
who can face health and safety hazards from counterfeit goods, governments that lose tax revenue, 
and companies (including U.S. manufacturers) that face higher costs, lower revenues, and reduced 
profits. 
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Investigations of foreign infringement of domestic intellectual property rights have risen in eight 
of the last ten years.68 Moreover, there has been a dramatic rise in the number of cases 
investigated by the United States International Trade Commission (U.S. ITC), with the caseload 
rising by 80.6 percent and 23.2 percent in 2010 and 2011, respectively (see Figure 3). Goods from 
China accounted for more than three-fourths of the value of counterfeit products seized in the 
United States from 2004 to 2009.69  

 

Piracy has become increasingly pervasive in international trade. Estimates show that trade in 
counterfeit and pirated products as a share of all globally traded commodities increased by 7.6 
percent between 2000 and 2007.70 However, these figures underestimate the full extent of the 
problem since electronic piracy is excluded. In 2011, the U.S. Customs and Border Protection 
seized 24,792 counterfeit or pirated goods, representing more than $1.1 billion in lost sales.71 
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Businesses lose revenue and experience lower profits when sales are diverted from authentic 
goods to counterfeits. Profits are also adversely affected by the additional costs required to 
protect the firm from future episodes of intellectual property infringement.72 One estimate found 
that the average company lost $101.9 million in revenues and incurred costs of $1.4 million in 
identification and enforcement of intellectual property rights, leading to an average decline in 
profits of $46.3 million.73 Availability of a counterfeit good can also put downward pressure on the 
price of the authentic product, causing a further decline in a firm’s revenue.  

U.S.-China Currency Misalignment Harms U.S. Manufacturing Firms and Workers 

China’s contribution to the U.S. trade deficit in goods dwarfs that of any other country. In 2011, the 
U.S. imported $399.4 billion from China, $84 billion more than from Canada, the next largest trade 
partner to the United States.74 Unlike Canada, imports from China were not largely offset by U.S. 
exports to China. The large bilateral trade deficit between the U.S. and China partly reflects the 
undervaluation of the Chinese currency, the renminbi, relative to the U.S. dollar.75 China’s weaker 
currency boosts its domestic production by making exports less expensive and more attractive 
abroad. On the other hand, for the United States, a relatively stronger currency stifles domestic 
production by making domestically produced goods relatively more expensive to foreign 
consumers. 

An undervalued Chinese currency places U.S. manufacturers at a competitive disadvantage and 
can hinder manufacturing job growth.76 All else equal, an undervalued currency increases the 
penetration of manufactured goods from China to the United States. Higher levels of import 
penetration can lead to short-run job displacement in the U.S. as more intense competition from 
Chinese imports replaces domestic production.77 Import competition may also lead to plant 
closures and lower revenue for manufacturing businesses producing in the United States.78  

Potential Policy Solutions for U.S. Manufacturers Competing in the Global Economy 

A variety of steps can be taken by federal policymakers to address intellectual property theft, such 
as creating an international enforcement network or task force. An Intellectual Property 
Enforcement Network, consistent with legislation proposed in the 110th Congress, could establish 
policies concerning international IP rights protection and coordinate and facilitate 
implementation of these policies.79 An international task force could also be created to protect 
American intellectual property abroad. The Congress could also direct the Comptroller General to 
review certain free trade agreements and report to the Congressional Trade Agreement Review 
Committee about the conclusions of the review, including how effectively particular trade 
partners protect IP rights. In addition, it could mandate that future free trade agreements include 
certain IP rights standards and require that the President submit a plan to bring existing free trade 
agreements into compliance with those standards.  
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Federal policies such as the Currency Exchange Rate Oversight Reform Act (S. 1619) could stem 
the impact of currency manipulation by directing the Secretary of the Treasury to report 
biannually on currencies found to be fundamentally misaligned. In addition, if countries with 
misaligned currencies are found to be engaging in specific behavior, the Secretary could be 
instructed to designate them for priority action, including negotiations and consultations. 
Congress could also oppose any change in the governance of any international financial institution 
that would benefit any country designated for priority action regarding the management of their 
currency. Additionally, Congress could require the imposition of countervailing duties to 
counteract foreign subsidies provided by currency manipulation when possible.  

 

Conclusion 

As discussed in this report, a vibrant, growing manufacturing sector is critical to a strong, 
competitive U.S. economy. The manufacturing sector is not only a direct source of well-paying 
jobs, it supports a broad range of jobs across sectors of the economy. To ensure that U.S. 
manufacturing continues to remain globally competitive, Congress will need to pursue policies 
that strengthen education and workforce training, improve transportation infrastructure, promote 
research and development through the tax code, protect intellectual property, and ensure fair 
trade. Each of those elements is important to the success of U.S. manufacturing. Throughout this 
report, specific pieces of legislation that address one or more of these challenges have been 
mentioned. These proposals represent an illustrative rather than exhaustive list of policy options.  
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