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As times change, so too must the United States

Dear Friends:
 Due to global shifts, fewer but 
more mentally demanding jobs will be 
available for our brightest graduates. 
Unfortunately, many students are 
unprepared for the competition ahead. 
America and our greatest resource, 
our children, can achieve future suc-
cess if changes are made now. (p1-2)
 Foreign trade zones (FTZs), 
which were key to the auto recovery, 
provide enormous benefits. President 
Obama and challenger Mitt Romney 
should include FTZ programs in 
their economic proposals. (p3-4)
 Worsening U.S.-China rela-
tions are blamed on a proliferation 
of protectionist, treaty-violating or 
otherwise illiberal Chinese policies. 
But there’s plenty of blame to go 
around. (p5-9)
 While there is no easy solution to 
marketing products or services abroad, 
“cultural localization” is an effective 
method to boost success. (p10)
 I hope you find this issue infor-
mative and welcome your comments.
 Sincerely,
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With the season of gradua-
tion parties in full swing, 
I am reminded of my own 

high school graduation decades ago. 
This year, my third child recently 
walked across the stage in cap and 
gown to receive her diploma. The 
world she enters is a very different 
place than what I have experienced.

Today, emerging trends and hyper-
global competition are forcing 
American companies to redesign 
business models and delve deeper 
into their core competencies to create 
even more innovative products and 
services. In turn, more knowledge-
able workers with deeper skill sets 
increasingly are in demand. But 
that’s not all.

A growing number of workers are 
required to think critically, solve com-
plex analytical problems and manip-

ulate sophisticated new technologies. 
Yesterday’s jobs, like those requiring 
left-brained routine quantitative func-
tions, will be automated or moved 
offshore.

The changes today are structural in 
nature and no less severe than those 
that occurred in the early 1800s with 
the advent of industrialization. The 
shift from an agrarian society to an 
industrial economy compelled work-
ers to leave farms in search of factory 
jobs and master an entirely new set 
of skills. Today’s demands placed on 
workers—which reflect an increasing-
ly integrated world economy utiliz-
ing lightning-fast technologies—are 
even steeper.

When I graduated from college, I 
viewed my competition as other 
Americans. Today, our children’s 
competition includes 1.3 billion 



Other essential elements creating 
America’s “secret sauce” include our 
system of free market capitalism, 
acceptance of immigrants, entrepre-
neurialism, and brilliant Constitu-
tion—factors that have promoted 
stability and created an environment 
empowering people to unleash their 
creativity to achieve their dreams. 
But as times change, so too must the 
United States.

Moving forward, we must design 
new educational strategies that 
emphasize critical thinking over rote 
memorization. And since skills cycles 
have been reduced from years to just 

months, inexpensive but far reaching 
online learning programs sponsored 
by universities, community colleges 
and companies can help re-educate 
workers.

Very importantly, our policymakers 
must ensure that our schools have the 
necessary resources to succeed, free dis-
tricts from “teaching to the test,” and 
start thinking past the next election.

John Manzella, President of Manzella Trade 
Communications, is an author, speaker, 
and global business and public affairs 
consultant. www.ManzellaTrade.com

Very importantly, our policymakers must ensure 
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Chinese, 1.2 billion Indians, and 4.2 
billion others around the world strug-
gling to get ahead. And since growth 
rates will remain relatively low due 
to global economic volatility and 
structural shifts, U.S. unemployment 
rates will remain elevated for years.

What does this mean? Fewer but 
more mentally demanding jobs will 
be available for our brightest gradu-
ates. Unfortunately, many students 
and tremendous numbers of drop-
outs are unprepared for the level of 
competition ahead.

Many politicians and parents are 
quick to blame teachers and admin-
istrators for failing high schools and 
graduation rates among the lowest 
in the industrialized world. But the 
real problem lies with a culture of 
indifference, where many students 
are unmotivated and disruptive, 
and create a hostile environment 
that makes learning difficult. What’s 
more, parents often don’t support our 
schools’ disciplinary efforts, further 
weakening an already impotent 
system fearful of racial and socio-
economic divides.

In turn, two levels of workers are be-
coming apparent: the highly qualified 
and the totally unqualified. And the 
costs are staggering.

According to a McKinsey & Com-
pany report, “A persistent gap in aca-
demic achievement between children 
in the United States and their coun-
terparts in other countries deprived 

the U.S. economy of as much as $2.3 
trillion in economic output in 2008.” 
In turn, the United States is experi-
encing an emerging skills shortage 
even though unemployment hovers 
around 8 percent, the highest pre-
recession rate since 1983.

Although the short-term economic 
reality is challenging, America and 
our greatest resource, our children, 
can achieve future success if changes 
are made now.

For centuries, nations with an abun-
dance of natural resources had a 
competitive edge. Today, the only 

sustainable competitive advantage is 
the ability of workers to learn faster, 
apply new technologies better, and 
boost productivity more quickly than 
the competition. Here, the U.S. has 
been a beneficiary.

For generations, our labor force has 
been the world’s smartest. And the 
results are evident: in 2011, U.S. 
innovation was responsible for 
nearly 109,000 utility patents. Plus, 
companies like Facebook, Apple, 
Google and Microsoft would not 
have emerged and prospered in other 
countries.
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While the Obama and Rom-
ney campaigns spar over 
who or what “saved” the 

U.S. automotive industry, available 
data indicate that the nation’s fre-
quently overlooked Foreign-Trade 
Zones (FTZ) program should be in 
line for a lot of the credit—without 
bailout loan guarantees or massive 
federal appropriations.

Enacted by Congress in 1934, the FTZ 
program allows producers in the Unit-
ed States to bring foreign merchandise 
for processing into the United States 
at reduced or zero tariff duties. The 
hundreds of foreign-trade zones and 
subzones established across the coun-
try—such as Nissan’s two Tennessee 
manufacturing facilities—are consid-
ered outside U.S. Customs territory 
even though all health, safety, labor 
and other U.S. laws fully apply.

The FTZ program makes U.S. produc-
ers more competitive in global mar-
kets by reducing the cost of accessing 
the foreign materials and components 
they use to make final products sold 
in the U.S. market or exported for sale 
abroad. In 2010, a total of 2,400 com-
panies and 320,000 American work-
ers made use of the FTZ program to 
manufacture, process, and distribute 
a wide range of products, including 
clothing, electronics, refined petro-
leum, pharmaceuticals—and motor 
vehicles.

The FTZ program has proven to be 
especially useful to global automakers 
located in the United States. In ad-
dition to Nissan’s plants in Smyrna 
and Decherd, other international 
auto companies that make use of the 
FTZ program include BMW in South 
Carolina, Honda in Ohio, Hyundai 

and Mercedes-Benz in Alabama, 
Subaru in Indiana, and Toyota in 
West Virginia and Kentucky.

Like many other industries, auto-
makers in the United States face the 
problem of “inverted tariffs.” While 
finished automobiles can be imported 

to the United States at the relatively 
low tariff of 2.5 percent, tariffs are 
significantly higher on a number of 
major component parts needed to 
manufacture and assemble a show-
room-ready automobile. This creates 
an unintended incentive for manufac-
turers to locate production offshore, 
rather than in the U.S.

The FTZ program puts U.S.-based 
auto plants on an equal footing with 
foreign producers by allowing them 
to source components internationally 
without paying the higher tariffs. If 
the finished automobile enters U.S. 
commerce, the tariff is charged at 
the lower 2.5 percent rate. But if the 

finished product is exported for sale 
abroad, no tariff is due. This provi-
sion has given a strong and positive 
stimulus to U.S. auto exports.

Collectively, FTZ-based auto plants 
received a total of $45 billion in mer-
chandise in fiscal year 2010 (the most 
recent figures available), more than 80 

By Daniel Griswold

Foreign-Trade Zones Were Key To Auto Recovery
President Obama and Republican challenger Mitt Romney should recognize this success

The FTZ program puts U.S.-based auto plants on 
an equal footing with foreign producers by allow-
ing them to source components internationally 
without paying the higher tariffs.
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percent of it sourced from domestic 
commerce. Those same auto subzones 
exported an impressive $11 billion of 
their final production to other coun-
tries. Nissan’s Tennessee subzone 
alone accounted for $902 million of 
that total, while employing 6,702 
workers. In South Carolina, BMW’s 
plant exported $5.2 billion worth of 
automobiles in 2010, an incredible 70 
percent of its production.

Along with manufacturing automo-
biles, the FTZ program facilitated a 
range of other auto-related activities 
in 2010 in at least 30 other zones and 
subzones. A survey of individual 
zone reports conducted by the Na-
tional Association of Foreign-Trade 
Zones identified such activities as 
manufacturing, warehousing, and 
distribution of tires, manufacturing 
of audio speakers for automobiles, 
receiving, storage and distribution 
of engines, warehousing of vehicle 
parts, and warehousing and distribu-
tion of imported vehicles.

As a sector, global automakers em-
ployed a total of 45,583 workers in 
FTZ subzones in 2010 in relatively 

well-paying jobs, while stimulating 
further employment among their 
domestic suppliers. Earlier in 2012, 
both BMW and Nissan announced 
they would be adding more than 
1,000 jobs each at their plants located 
in FTZ subzones.

The number of Americans working in 
FTZ auto plants is significantly more 

than the 35,000 workers that Chrysler 
employed domestically in 2010, and 
more than half the 77,000 employed 
by General Motors. Yet in contrast to 
the multibillion-dollar federal bail-
out extended to those two Detroit-
based automakers, the FTZ program 
requires no loan guarantees, federal 
borrowing or annual appropriation 
from Congress. (GM, Ford and Chrys-
ler at one time made use of the FTZ 
program, but they now enjoy similar 

When so much attention has been focused on 
whether the administration’s “bailout” of Detroit 
automakers was the proper thing to do, the FTZ 
program has been quietly building success.

benefits from extensive production 
in Canada and Mexico through the 
North American Free Trade Agree-
ment.)

At a time when so much attention has 
been focused on whether or not the 
administration’s “bailout” of Detroit 
automakers was the proper thing 
to do, the FTZ program has been 

quietly building a successful record 
of accomplishment. Both candidates 
and parties would do well to recog-
nize the success of the FTZ program 
and make every effort to replicate its 
positive impacts in their economic 
proposals for the next four years.

Daniel Griswold is president of the 
National Association of Foreign-Trade 
Zones in Washington, D.C. For more in-
formation, visit http://naftz.site-ym.com.
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Chinese policies have been provocative, discrimi-
natory, protectionist, and, in some cases, violative 
of the agreed rules of international trade. But there 
is more to the story than that.

By Daniel J. Ikenson

Averting a U.S.-China Trade War
There is plenty of blame to go around

An emerging narrative in 
2012 is that a proliferation of 
protectionist, treaty-violating, 

or otherwise illiberal Chinese policies 
is to blame for worsening U.S.-China 
relations. China trade experts from 
across the ideological and political 
spectra have lent credibility to that 
story. Business groups that once 
counseled against U.S. government 
actions that might be perceived by 
the Chinese as provocative have 
changed their tunes. The term “trade 
war” is no longer taboo.

The media have portrayed the United 
States as a victim of underhanded 
Chinese practices. Currency ma-
nipulation, dumping, subsidization, 
intellectual property theft, forced 
technology transfer, discriminatory 
“indigenous innovation” policies, 
export restrictions, industrial espio-
nage, and other ad hoc impediments 
to U.S. investment and exports have 
been cited.

Indeed, it is beyond doubt that 
certain Chinese policies have been 
provocative, discriminatory, protec-
tionist, and, in some cases, violative 
of the agreed rules of international 
trade. But there is more to the story 
than that. U.S. policies, politics, and 
attitudes have contributed to ris-
ing tensions, as have rabble-rousing 
politicians and a confrontation-thirsty 
media. If the public’s passions are 
going to be inflamed with talk of a 
trade war, prudence demands that 
the war’s nature be properly charac-
terized and its causes identified and 
accurately depicted.

Those agitating for tough policy ac-
tions should put down their battle 
bugles and consider that trade wars 

are never won. Instead, such wars 
claim victims indiscriminately and 
leave significant damage in their 
wake. Even if one concludes that 
China’s list of offenses is collectively 
more egregious than that of the Unit-
ed States, the most sensible course 

of action—for the American public 
(if not campaigning politicians)—is 
one that avoids mutually destructive 
actions and finds measures to reduce 
frictions with China.

Nature of the U.S.-China Trade War
It should not be surprising that the 
increasing number of commercial 
exchanges between entities in the 
world’s largest and second largest 
economies produce frictions on occa-
sion. But the U.S.-China economic re-
lationship has not descended into an 
existential call to arms. Rather, both 
governments have taken protectionist 
actions that are legally defensible or 

plausibly justifiable within the rules 
of global trade. That is not to say that 
those measures have been advis-
able or that they would withstand 
closer legal scrutiny, but to make the 
distinction that, unlike the free-for-all 
that erupted in the 1930s, these trade 

“skirmishes” have been prosecuted 
in a manner that speaks to a mutual 
recognition of the primacy of—if not 
respect for—the rules-based system 
of trade. And that suggests that the 
kerfuffle is containable and the recent 
trend reversible.

Still that relatively benign charac-
terization does not mean there is 
no cause for concern. Protectionist 
actions—whether part of a series of 
events dubbed a trade war or not; 
whether within the rules of trade 
or not—impinge on our freedoms, 
increase costs of living, drive up pro-
duction costs for businesses, reduce 
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employment, retard more efficient re-
source allocations, and produce eco-
nomic losses in both countries (and 
beyond). This is a fact dangerously 
obscured by gung-ho media pundits 
and politicians who hoist their flags 
and cast trade disputes in a terribly 
misleading “us-versus-them” context, 
implying along the way that domestic 
costs are borne only of inaction.

Ratcheting Up Tensions
The year 2009 brought a change in 
tenor to the U.S.-China relationship. 
The rhetoric became more strident, 
historically minor tiffs became flash-
points, and the public’s angst became 
more palpable. What was going on in 
2009 that might provide some insights?

First, the U.S. economy was im-
mersed in a deep recession, while 
the Chinese economy was continu-
ing its near-double-digit annualized 
growth. That juxtaposition sparked 
some public soul-searching among 
pundits and policymakers, many of 
whom questioned whether America’s 
best days were behind her, with some 
concluding that U.S. policy had been 
too permissive of China’s rise. 

In the United States that discussion 
begat calls for greater trade enforce-
ment (which to some meant tighter 
restrictions regardless of the rules) 
and emulation of China’s alleg-
edly successful industrial policies. 
In China, meanwhile, the emerging 
perceptions emboldened leaders to 
dig in their heels over issues where 
they might have relented in the past. 
Sentiment clearly had been agitated 
by economic conditions and the per-
ceptions they bore.

Second, and more substantively, the 
U.S. business community in China, 
which had long counseled against 
U.S. policies that might frustrate its 
access to the Chinese market, began 
to air grievances about proliferating 
Chinese protectionism and issued 
warnings that China’s market liber-
alization—evident through the early 

part of the last decade—had stopped 
and was beginning to reverse. An 
annual white paper published by the 
American Chamber of Commerce in 
China identified rising protectionism, 
lack of regulatory transparency and 
consistency, and favoritism toward 
local firms as big and growing prob-
lems in 2009. Meanwhile, another 
report published by AmCham-China 
exposed “a web of industrial policies” 

in China, such as indigenous innova-
tion policies and elaborate plans to 
build national champions by borrow-
ing Western technology.

Publication of those reports and 
reaction to them inspired a change 
in sentiment within the U.S. multi-
national community, which shifted 
the balance of interests that shape 
U.S.-China policy in the direction 
of those traditionally more inclined 
toward trade restrictions and tougher 
enforcement, giving greater cover 
to U.S. policymakers to take a more 
strident tack with Beijing.

And third, in September 2009, Presi-
dent Obama authorized the imposition 
of duties on imports of certain Chinese 
tires pursuant to Section 421 of the 
Trade Act of 1974. The president’s de-
cision crossed a line for the Chinese, 

since that statute had never before 
resulted in the imposition of duties.

Section 421 (or the “China-specific 
safeguard”) became U.S. law as a 
term of China’s accession to the 
World Trade Organization (WTO) 
in December 2001. Among many 
other concessions made by China to 
overcome special interest opposition 
to its joining the WTO was China’s 

consent to allow the United States 
(and other WTO members) recourse 
to a so-called safeguard mechanism. 
Imposition of duties was conditioned 
upon there being an increase in 
imports in such increased quantities 
as to be a cause or threat of “market 
disruption” to domestic producers. 
But given this low evidentiary thresh-
old—when does credible competition 
not cause market disruption?—the 
president was granted discretion to 
reject duties if “provision of such relief 
is not in the national economic interest 
of the United States or, in extraordi-
nary cases, that the taking of action 
... would cause serious harm to the 
national security of the United States.”

On the four occasions when the U.S. 
International Trade Commission 
recommended to former president 
George W. Bush that he impose du-

In China, meanwhile, the emerging perceptions 
emboldened leaders to dig in their heels over 
issues where they might have relented in the past.
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ties under Section 421, he rejected the 
recommendations on the grounds 
that duties were not in the national 
economic interest. Thus, precedent 
had been established that presidential 
discretion, exercised with the national 
interest in mind, could prevent the 
imposition of duties in these cases.

So, when President Obama autho-
rized the duties on tires (his first and 
only bite at the 421 apple), it was the 
first time a U.S. president personally 
signed off on a protectionist mea-
sure against China. That his decision 
came after months of deliberating the 
costs and benefits and ramifications 
for the bilateral relationship, and 
was characterized by the president 
as “enforcement” of U.S. trade laws, 
was perceived as an insult—even a 
provocation—in Beijing. 

Section 421 is clearly not about 
enforcement. Duties imposed under 
that statute are about industry win-
ning a temporary reprieve from for-
eign competition so that it can catch 
its breath and, perhaps, compete 
more effectively in the future. Foreign 
behavior—whether pricing practices, 
subsidies, or some other castigated 
practice—is not at issue in 421 cases. 
Consideration of any wrongdoing 
is entirely absent from the proceed-
ings. Rather than “enforce,” the U.S. 
government “exercised its conditional 
right” to a special time out, akin to a 
“mulligan” in golf.

One business day after the duties 
were announced, the Chinese gov-
ernment filed a formal complaint in 
the WTO, alleging that evidentiary 
thresholds in the U.S. law were incon-
sistent with U.S. obligations under 
China’s WTO accession protocol and 
that the law, as such, violated China’s 
rights as a WTO member. A dispute 
panel rejected China’s claims and the 
WTO Appellate Body later affirmed 
the panel’s findings.

Tit for Tat
Did imposition of the tire tariffs vio-

late U.S. law? No. Did it violate U.S. 
WTO obligations? No. Was it protec-
tionist? Yes. Was it provocative? Yes.

As China’s WTO case on tires was 
pending, the Chinese government 
launched its own antidumping (AD) 
and countervailing duty (CVD) in-
vestigations into certain U.S. chicken 
and automobile exports to China. 
After losing the tires case at the WTO, 
China imposed AD and CVD mea-

sures on U.S. chicken broilers, raising 
suspicions in Washington that the 
measures were retaliatory.

Even if they were retaliatory, they 
were not ad hoc. The chicken du-
ties were the product of Chinese AD 
and CVD investigations, which are 
permissible as long as domestic law 
and its administration comport with 
the WTO agreements. Alleging that 
Chinese administration of the laws 
violated those WTO agreements, the 
U.S. government launched a formal 
WTO challenge in the chicken case in 
September 2011. A formal panel deci-
sion is probably more than one year 
away, but a similar U.S. challenge 
of Chinese antidumping and coun-
tervailing duty practices in a case 
involving “grain-oriented electrical 
steel” is expected in May.

At about the same time as the U.S. 
WTO complaint over chicken broil-
ers was filed, U.S. producers of solar 
panels brought AD and CVD cases 
against Chinese producers, further 
ratcheting up tensions. It is important 
to keep in mind that these cases are 
brought by industry—not govern-
ment—so one should resist the temp-
tation to read too much into policy 
with each new case filing. Neverthe-
less, this particular industry—the 

solar industry—has been a darling of 
the Obama administration, and the 
implication that Chinese producers 
benefit from Chinese government 
largesse, while U.S. producers get no 
such consideration from their govern-
ment—though completely beside the 
matters of law and fact considered 
in trade remedies proceedings—has 
been an important cause of rising fric-
tions recently.

Indeed, just after the U.S. Interna-
tional Trade Commission issued its 
decision to proceed with the solar 
panels case, the Chinese government 
imposed antidumping and counter-
vailing duty measures on certain U.S. 
automobiles. The timing raised new 
questions about whether the Chinese 
were engaging in retaliation because 
the measures stemmed from the in-

Did imposition of the tire tariffs violate U.S. law? 
No. Did it violate U.S. WTO obligations? No. Was 
it protectionist? Yes. Was it provocative? Yes.
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vestigations that began in the wake of 
the tire tariffs in 2009 but were never 
made official until just after the solar 
panel decision in late 2011.

It is difficult to avoid the conclu-
sion that the automobile duties were 
retaliatory, but plausible deniability 
exists in the facts that the duties were 
issued pursuant to Chinese laws, 
which do not require duties to be im-
posed immediately following com-
pletion of an investigation, as is the 
case under U.S. law. The U.S. Trade 
Representative’s office has not filed 
a formal WTO challenge of China’s 
automobile restrictions but may be 
waiting to see the rulings from the 
steel or chicken cases before bringing 
a new case along similar lines.

Enforcement, Protectionism 
and Provocation
There are important distinctions 
to draw between enforcement ef-
forts geared toward opening closed 
markets and protectionist measures 
designed to close opened markets. 
But media tend to conflate them and, 
in the process, obscure important nu-
ances about the U.S.-China economic 
relationship.

U.S. WTO challenges of discrimina-
tory Chinese policies are not equiva-
lent—economically or morally—to 
U.S. antidumping, countervailing 
duty, or safeguard measures imposed 
on Chinese products. The first is 
about opening markets; the second is 
about closing them. The first is about 
holding China accountable to its com-
mitments; the second is about claim-
ing exceptions to our own commit-
ments. The first is about enforcement; 
the second is about bestowing favors 
on some domestic industries at great 
cost to others.

The United States has filed 12 formal 
complaints against China, and China 
has filed 6 formal cases against the 
United States in the WTO. Those 
measures have all been about open-
ing markets. Meanwhile, the United 

States has in place 113 trade remedy 
measures restricting access of Chinese 
goods to the U.S. market, and China 
has in place 20 such measures against 
the United States. Those measures are 
all about closing markets.

There is little doubt that certain other 
Chinese policies would not pass 
muster at the WTO. China’s so-called 
indigenous innovation policies, 

forced technology transfer require-
ments, porous intellectual property 
enforcement regime, and rare earth 
mineral export restrictions are some 
of many legitimate concerns that 
might justify formal WTO challenges. 
China’s list of protectionist policies 
may be longer than the U.S. list. But 
that does not immunize American 
interests from the consequences of a 
trade war, which is made more likely 
by U.S. reactions and characteriza-
tions of those Chinese policies.

U.S. policymakers—with the help of a 
sympathetic media—scapegoat China 
for a host of homegrown policy short-
comings and assume the inevitability 
of a bitter rivalry that forecloses the 
possibility of a mutually beneficial 
bilateral relationship. The president 

frequently refers to the imperative 
of beating China or “winning the 
future” as a justification for subsi-
dies and industrial policy. The recent 
establishment of an interagency task 
force devoted to trade enforcement is 
so transparently targeted at China as 
to be provocative. Likewise, the ongo-
ing Trans-Pacific Partnership trade 
negotiations have been pitched by the 
administration as a component of its 

“pivot” toward Asia to counterbal-
ance China’s rise. The administration 
touts its security and foreign policy 
aspects more frequently than its eco-
nomic benefits.

Defending U.S. interests in the realm 
of international trade rules is a legiti-
mate obligation of U.S. officials, but 
failure to avert a trade war would 
constitute perhaps the worst derelic-
tion of that duty. So rather than saber 
rattle over arguably discriminatory 
Chinese trade policies, U.S. officials 
should look for actions, gestures or 
even changes in tone that could help 
reduce bilateral frictions.

Reversing Trend and  
Reducing Tensions
When China joined the WTO in De-

Defending U.S. interests in the realm of interna-
tional trade rules is a legitimate obligation of U.S. 
officials, but failure to avert a trade war would con-
stitute perhaps the worst dereliction of that duty.



status to China now is that it will 
help slow, and possibly reverse the 
deterioration in bilateral economic 
relations. And that would be an im-
portant benefit for all of us.

Conclusion
There is no question that some Chi-
nese policies have been discrimina-
tory and provocative, and that the 
U.S. government has been right to 
challenge those policies, both for-
mally and informally. But the U.S. 
government has also indulged in 
protectionism and made some poor 

choices that have and will continue to 
fuel bilateral disputes. There is plenty 
of blame to go around for the height-
ened bilateral tensions.

The most significant determinant 
of the quality and direction of the 
U.S.-China relationship is American 
self-confidence. In other words, U.S.-
China relations will be driven more 
by actions in Washington than by 
actions in Beijing. If the U.S. economy 
starts to grow at a stronger pace and 
businesses begin to invest and hire 
more rigorously, the temptation of 
politicians and the media to scape-
goat China for self-induced, domestic 
woes will diminish.

Even though China-bashing polls 
well, responsible policymakers 
should be looking beyond the poli-
tics to find bridges, olive branches, 
and solutions that remind people in 
both countries of the importance and 
mutual benefits of the relationship. 
Gestures of goodwill could go a long 
way toward stopping and reversing 
the recent deterioration of relations.

Daniel Ikesnson is director of the Herbert 
A. Stiefel Center for Trade Policy Studies 
at the Cato Institute. http://www.cato.org

cember 2001, one of the many terms 
it agreed to was to allow the United 
States to continue treating it as a 
“nonmarket economy” under U.S. 
antidumping law for a period of 15 
years. The nonmarket economy meth-
odology is a farcically inaccurate way 
to measure dumping, which usually 
produces egregiously high antidump-
ing duties, making continued impor-
tation from Chinese exporters too 
risky or too costly for U.S. importers. 

There are precious few policy actions 
that would win more goodwill from 
the Chinese government than a deci-
sion by President Obama to graduate 
China to market economy status now 
— instead of waiting until 2016. A 
recent court ruling gives the presi-
dent the perfect opening to offer that 
olive branch.

In December, the U.S. Court of Ap-
peals for the Federal Circuit ruled 
that it is illegal for the executive 
branch to apply the U.S. countervail-
ing duty law to imports from coun-
tries considered to be nonmarket 
economies under U.S. antidumping 
law. President Obama can accept that 
decision, which would require his 
rescinding 24 U.S. CVD measures 
already in effect, terminating five 
pending CVD investigations, not act-
ing upon two recent case filings, and 
forbidding his agencies from initiat-
ing any new CVD investigations on 
nonmarket economies henceforth. 
That would be the best option, but it 
is highly unlikely. 

Second, he can seek changes in the 
law to make it expressly Congress’s 
intent that the CVD law apply to non-
market economies. That would likely 
spark harsh reprisals from Beijing 
in the form of retaliatory tariffs and 
other market restrictions, as the U.S. 
measures are perceived as a direct 
affront to Chinese exporters.

There is a third alternative available, 
which does not require legislative 
action, would permit Commerce to 
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simultaneously apply the CVD and 
antidumping laws to imports from 
China, and would be considered a 
gesture of goodwill by the Chinese 
government. That alternative is for 
the president to designate China a 
“market economy” for purposes of 
the antidumping law—something 
that the United States is obligated to 
do under international treaty by no 
later than December 11, 2016, anyway. 
Yes, there will be opposition from the 
interests cited above—labor unions, 
certain import-competing industries, 
like steel, and trade lawyers who 

make their living arguing for mea-
sures that would restrict the ability of 
Americans to trade. But the president 
should do what he can to avoid a po-
tentially serious fallout with Beijing 
over trade.

To the extent that unions and domes-
tic industries want to continue to use 
the CVD law against imports from 
China, granting China a market econ-
omy designation would solve the im-
passe. The Chinese government wants 
its exporters to be treated like other 
countries’ exporters, and the United 
States is obliged to grant that status 
by 2016. Why not do it now? Chinese 
exporters would be subject legally to 
both the antidumping and countervail-
ing duty laws, and they’d actually be 
happy enough about the change that 
the crucial bilateral relationship would 
gets a much-needed boost.

From the perspective of a free trader, 
that solution is far from ideal: it 
preserves domestic industries’ access 
to the antidumping law and coun-
tervailing duty laws, both of which 
produce egregiously punitive duties 
on imports and are ripe for serious 
reform or outright repeal. But the 
benefit of granting market economy 

The most significant determinant of the quality 
and direction of the U.S.-China relationship is 
American self-confidence.



localization is not limited to large 
multinational companies like McDon-
ald’s. For example, China now buys 
25 percent of all U.S.-grown pecans. A 
large portion of these sales are direct 
to market by the growers, whom for 
the most part, lack the financial and 
marketing prowess of a Coca-Cola 
or Wal-Mart. Their success stems 
from the willingness to localize their 
marketing. Once they became aware 
of the Chinese interest in the prod-
uct, U.S. pecan growers successfully 
aligned their existing health benefits-
based marketing campaign to local 
Chinese culture. 

As U.S. companies continue to look 

abroad to strengthen and diversify 
their business, understanding how 
to position your brands in the global 
marketplace is vital. In non-luxury con-
sumer products and services, cultural 
localization is the most effective and 
cost efficient method to assure success. 

The reality: globalization without cul-
tural localization creates sub optimal 
outcomes, such as lost revenue, aban-
doned markets, and damaged brands. 
Researching and understanding the 
local consumer culture before enter-
ing a new market is the surest way to 
avoid these unwanted outcomes.

Shawn Mahoney is Managing Director of 
EP Consulting Group (EPCG), a profes-
sional consulting and training firm focused 
on culturally savvy interactions between 
China and the World. For more informa-
tion, visit www.epconsultinggroup.com.
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The reality: globalization without cultural local-
ization creates sub optimal outcomes.

By Shawn Mahoney

Success Selling Globally Requires Cultural Localization

To achieve needed growth, many 
U.S. firms are focused on global 
expansion and improving inter-

national sales. This is especially true 
for U.S. food, service, and consumer 
product companies. China, whose 
middle class is expected to rival the 
U.S. in purchasing power within the 
decade, is one of the most sought 
after locations for international sales 
expansion. 

Yet success in selling to the Chinese 
consumer can be elusive for large 
and small companies alike. While 
there is no simple and easy solution 
to marketing consumer products or 
services in China, there is an effective 
and proven method to increase the 
likelihood of success. 

The Wall Street Journal recently high-
lighted the struggling China opera-
tions of Best Buy, Home Depot and 
Mattel as part of an article on selling 
to the Chinese consumer. All three 
companies tried to sell and market 
their brand/product without initially 
adapting to the local cultural environ-
ment. They failed to realize cultural 
localization is the key to globaliza-
tion. In comparison, McDonald’s, Oil 
of Olay (Proctor and Gamble), and 
Wal-Mart are all successful, house-
hold names in China because they did 
localize their products and services.
 
Localization isn’t unique to success in 
China; it provides the key to selling non-
luxury consumer products or services 
in all export markets. U.S. exporters of 
these types of products and services 
cannot expect to enter foreign markets 
using the same methods they have 
utilized at home. Establishing their 
brand in any export market requires 

intercultural awareness. This aware-
ness and success evolves from first 
understanding the local consumer’s 
needs, perceptions, and expectations. 

Globalization via cultural localization 
is about effectively marketing and 
selling a brand, product, or service 
in another culture while maintaining 
core values and quality. Some U.S. 
brands have immediate recognition 
in other countries and command a 
premium, while most brands are 
required to build local market rec-
ognition from the ground up. Brand 
and product recognition are, in the 
end, what matter most when selling 
internationally. Companies should 

be willing to change the product, the 
packaging, the advertising or all of the 
above as required by the local market.

McDonald’s has maintained global 
brand integrity while success-
fully adapting to local consumer and 
cultural requirements. They have 
adapted menus, serving styles, kitchen 
design, restaurants, and adverting to 
local conditions across the globe with-
out abandoning the Golden Arches. A 
great example of this is their success-
ful “I’m Lovin It” marketing cam-
paign. This campaign and slogan are 
used across every market throughout 
the world. However, while the words 
are the same, the execution, style, and 
content associated with the slogan are 
localized to better match each mar-
kets individual consumer culture.

Success selling globally via cultural 

Avoid suboptimal outcomes


