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         Acknowledgments normally are static and lack context on how a book came to be created. The following attempts to remedy that with respect to this “Book/Vid” (Book/Video), TRADE CRASH: A Primer for Surviving and Thriving in Pandemics and Global Trade Disruption.

         Inspiration: Ngosong Fonkem asked me in the Spring of 2019 to help him with writing a book on trade so as to help him gain more expertise in the industry. I agreed, provided that he do most of the writing. So, I wrote an extraordinarily detailed book outline (much like a Story Board in making a film) and we started. Shortly thereafter, he started a new job, so his priorities shifted, requiring a much greater commitment by me. Nonetheless, we decided to proceed. Ngosong has been a friend since he invited me to speak to his law school class in Malacca, Malaysia, where he worked as a law professor, during the 2013-2015 period when my wife and I were living in Kuala Lumpur. He has been patient and enterprising in working on Trade Crash. He is a rising star in the international trade field and it has been a pleasure to work with him.

         Backstory: Mark Joelson: in 1974, when I was in law school, I was hired by a large Washington DC firm to help with the writing and publication of a series of antitrust Primers, co-authored by former Federal Trade Commission Chair Earl Kintner and Mark Joelson. Mark was the boss of my boss and I started with doing an index for one of these Primers. As recently as 2017, the 4th Edition of the International Antitrust Primer, written by Mark, was published. That’s how I came to learn about books called Primers written for the general public, rather than legal or economic academics. Earlier this year, Mark kindly gave us some advice on publishing niceties and publisher alternatives.

         In 2003, Claudio Grossman, then Dean (now Dean Emeritus) of American University’s Washington College of Law, asked me to create 6 courses to create a new “Major” in their Master of Law Program on Training to be a Trade Negotiator. I did so, with help, and in 2004, American University became the 8first law school in the world to offer trade negotiation training. I taught the core course there from 2004-2008. Many of the Power Points we used were the basis for many of the 74 Charts (plus 19 Illustrations) in Trade Crash.

         During this period, Shirley Coffield (former Assistant General Counsel of the Office of the U.S. Trade Representative, and my co-teacher on NAFTA in the Masters of Law program at Georgetown University Law School) was my co-teacher in this program and helped me create Power Points; James Holbein (Director, Office of Tariff Affairs and Trade Agreement, U.S. International Trade Commission) was also my co-teacher in this program; in late 2019, Jim also pulled from archives the Power Points we taught with and which helped with the Charts in the book; and James Kenworthy (former Vice Chair of the Washington, DC economic consulting firm Nathan & Associates), also taught these courses with me and helped with the Power Points.

         Building on this, in April, 2016, in Kuala Lumpur, Malaysia, Rakesh “Raj” Kumar Bhala (Leo S. Brenneisen Distinguished Professor of Law at Kansas University Law School), along with Chulsu Kim (former South Korean Minister of Trade and Charter Deputy Director of the Word Trade Organization), and Ngosong Fonkem helped us launch the Trade Negotiations Training Center (TNTC). The TNTC is aimed at helping Least Developed Countries and Developing Countries navigate the complexities of the many Bi-lateral and Regional Free Trade Agreements being negotiated. As recently as October 2019, I participated with Chulsu in a 3-week training program hosted by affiliate Institute for Investment & Trade in Seoul, Korea. Many of the materials used in this training session were used to help develop text and Charts for the book.

         Authors/Contributors (alphabetically): In addition to their valuable written contributions, our Coauthors/Contributors contributed to the book’s production in other ways. My brother, Gerald T. Aitken, a published author, built on our forecast of a Global Trade Crash in late 2021 with his Commentary on Hoarding vs. Prepping. He also helped us navigate website/ blog creation and in dealing with competing publishers.

         Similarly, Raj Bhala helped guide us as to what publishers would expect from us, publisher suggestions and with a filmed interview for our video links.

         Andrew E. Hendry not only contributed a great Prologue for the book but acted as a sounding board for me during the period when we were dealing with competing publishing offers. And he valuably participated in a video interview for our video links. 9

         Virginie Lecaillon (who is with a Fortune 200 company where she advanced to becoming a General Counsel) helped immeasurably as a sounding board throughout the writing of this book. She also helped with the creation of our website/blog and with a video interview for our website/blog.

         C. Michael Pearce (who is a retired General Foreman with Warren Tool Corporation (now Summit Tool) in Warren, Ohio) contributed valuable insights to Andrew D. Hendry’s Prologue on “How Globalization Failed Us and Can It Be Saved?” In particular, his interview with Andy is very instructive on the heartache encountered by much of America due to plant closures.

         Law Clerks/Support Staff: last but not least, we benefitted greatly from the editorial suggestions made by Zach Beach, who joined us in mid-August, and Jenny Bartos, who joined us a few days later. They did excellent work in proofreading, reviewing any content duplications and in checking or over 250 Endnotes. Both Zach and Jenny are members of the Law Review of the Kansas University School of Law.

         Illustrations: Kalvin Tita, a computer science student from the University of Beua, Cameroon.
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            Authors’ Comment

         

         Trade Crash is a multi-media Primer written for the general public, not for economic or legal scholars. It provides an overview of the history of trade wars, the evolution of the global trading system, the fissures in this system caused by the aggressive trade policies of the Trump Administration and the fractures in this system caused by the Global Slowdown resulting from the Coronavirus (also referred to as “CV-19” or “Covid-19”) Pandemic. To put this in its proper perspective, we have asked an old friend and colleague, Andy Hendry, to write the following Prologue. It is entitled “How Globalization Failed Us and Can it be Saved?” Andy’s career has encompassed senior positions in international trade—including metal, high tech and personal product manufacturing and distribution. He is uniquely qualified to comment on the supply chain disruptions that have plagued the international trading system.
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            PROLOGUE

            HOW GLOBALIZATION FAILED US AND CAN IT BE SAVED?

            By Andrew D. Hendry, Esq.

         

         This commentary reflects Mr. Hendry’s thoughts, to be embodied in a book to be published. All rights reserved by Andrew Hendry

         
             

         

         I remember sitting in Henry Kissinger’s office a decade or so ago with some of my company’s fellow senior management. We were there seeking the guidance of the man who had opened China with ping pong diplomacy and understood China better than any other American. I remember being slightly awed by the experience and thinking that I was sitting with the man who by opening China had started us down the road to globalization and the changes that it had brought to America and the world.*

         In one way or another, I guess I have always been a globalist. I went to Georgetown undergrad, famous for its School of Foreign Service.† When I graduated from NYU Law School in 1972, I went to work for a law firm with a significant international practice. I handled foreign deals and remember teletype machines and needing the Bank of England stamp on the papers before we could complete an acquisition for a client. I remember going to Italy when the Lire was in chaos and getting change at the airport in postage stamps because there was no available currency. After the firm, I worked for an aluminum company negotiating the contracts for a multi-billion Dollar natural resources project in Western Australia. I spent the better part of two years down under. Then, in the early 80s, I went to work for what became the second-largest computer company in the world with operations everywhere, becoming its General Counsel.

         In those days, the world was a very fragmented place. The EU was yet to be. The world was a place of tariffs, borders, visas and one restriction after another. All this started to evolve in 1976 when Mao died and Deng Xiaoping‡ started to move China to a more capitalist model, thanks in large part to Mr. Kissinger’s ping pong diplomacy. But we were still a long way from globalization.

         14
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         Then in the late 80s things really started to move. In 1987, Europe passed the Single European Act with a goal of establishing a single market and organized political cooperation. Then 1991, the big year came. The Berlin Wall came down, the Cold War ended, and I joined one of the world’s largest consumer products companies with local operations almost everywhere. The end of the Cold war and the Berlin Wall§ marked the real beginning of globalization and for me, my new job gave me a front row seat to watch it happen and in a small way participate in it.
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         15I will never forget my first trip to Germany. It was right after the Wall came down. I flew to Hamburg and was met at the airport by our German Legal Director. Detloff was a true aristocratic German gentleman and since it was Friday, he invited me to join his family at their country house for the weekend. I agreed and so instead of heading for the hotel, we headed out to his place. He told me that he would give me a treat and so he routed us through what had been East Germany. The difference between the West and the East was startling. The East was a time warp. More so, it was like being transported to a poor Latin American country with cobblestone roads and public fountains in the town squares as the water source.¶ When we got to his house near the Elbe River, previously the East/West border, he, somewhat complaining about the loss of security, explained that the border and its recently removed fences had been a few hundred feet from his house. And he pointed out the signs in German that warned not to stray off the paths since not all the mines had been removed.

         Prior to 1991, my company was a true reflection of the times. It had on-the-ground operations everywhere it legally could. Each one was almost self-standing with a full array of services including manufacturing and distribution. With globalization, two things started to happen. Forbidden markets like Eastern Europe started to open up and the ability to do low-cost manufacturing in one place and then sell it in another became a reality.

         Do not get me wrong. These were enormous changes that took time. As you can imagine, I have many stories, but I will share just one to illustrate the dramatic difference between business in the developing world and America.

         My company acquired a large state-owned factory in Romania (the land of Dracula). Romania under Ceausescu had been one of the more brutal Eastern European Soviet satellites.|| We sent in a management team to get established. These were our frontiersmen. I remember them telling me that when they first arrived, they stayed at the best hotel, but each room had only one light bulb that you had to move to the bathroom if you needed light there. The shortages were extreme, so much so they had to fly to Vienna every other weekend to do grocery shopping. In any event, as was customary when a corporate officer visited, a banquet was held (try enjoying that when you’ve just gotten off a 9-hour flight). I sat next to my host, the plant manager, who was transitioning to us from his job for the State. I inquired how much the 16State was paying him for running this enormous factory. He said $6000 per year. Next day, I had the tour. The factory was totally out of date. Workers brought their lunches and kept them warm on the radiators when they were working. Surrounding the factory were a number of the orphanages for which Romania was infamous. And in the middle of the plant yard was a huge locomotive straight out of Dr. Zhivago. 
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         The reason I tell you this story though is to point out two things. Globalization and America’s role in it lifted more of humanity out of poverty than any other event in history. If I went to Romania today, I would not recognize it. So, despite all of its failings which we will talk about later, the world as a whole is a better place for it and we as Americans should be proud of the part we played. The other point is the enormous differences between American and foreign companies’ wages, working conditions and other factors impacting the cost of goods made by them.

         Globalization Takes Off

         My fellow Hoya, Bill Clinton, won the Presidency in 1992. This was not the beaten down Bill Clinton we have come to know after the Republican antics of Ken Starr, Paula Jones and Monica Lewinsky. This was the energetic, idealistic former Governor of Arkansas with his Georgetown and 17Yale degrees, and he was raring to get going. He was a true believer in globalization as was I.** He had a Democratic legislature, so he was set to make some real changes.
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         Bill was supported by many including a group that I became active in called the New Democratic Network or NDN. It was a centrist arm of the Democrats and was headed in Congress by Cal Dooley, a Congressman from California, and Joe Lieberman, then a Senator from Connecticut and eventually Al Gore’s running mate. Coordinating the effort was Simon Rosenberg who now leads a small Washington think tank. NDN was the place to be if you were a business Democrat as I was and we, like the President, believed in globalization.

         And why not? The idea that things should be produced where they can be made most efficiently with free trade and open borders allowing the goods to move back and forth without impediment is a model economic idea. Done correctly, it should improve everyone’s economic well-being as each group focuses on what they can do best. Let the developing world produce low technology products like coal and steel and textiles, and the developed world produce high-tech lifesaving drugs, computers, airplanes and so on. Why shouldn’t we get the whole world in the act raising the standard of living for people in the developing world while moving those of us in the developed world from $30,000 per year jobs in fabrics to $100,000 per year jobs in semi-conductors.

         18Sounds too good to be true, right? Well, it was. Like many great ideas, the devil is in the details when you try to make it work. And on that score, America’s leaders pulled a set of straight Fs. Back then, America was in the driver’s seat. But instead of designing a gradual plan that required our trading partners to address the inadequacies in their economies and business and employment practices like paltry wages, lack of safety regulations and environmental protections. Instead of providing adequate time and funding to transition our workforce to the new opportunities, we just let it rip. What happened was the largest transfer of wealth from the developed to the developing world in history leaving the American working class to bear the brunt of it. It was like opening the floodgates wide-open instead of gradually to irrigate a field and then wondering why everything has gotten torn apart.

         To have allowed globalization to force Americans to compete against foreign manufacturers running 19th Century operations with no protections and to not have an adequate national transition plan was a mistake of colossal proportions and led us to today, with the impoverishment of much of the middle class, an inadequate industrial base and the cry for reinstituting tariffs. Still, we see the elites talk proudly about how most American jobs are supplied by small business. Are they crazy or just stupid? We are the world’s largest economy and we are relying on a cottage industry model. The current condition of our economy is nothing short of a tragedy and a scandal.

         To be sure, there were other factors that contributed to the failure of globalization and we will discuss some of them, but fundamentally it was terrible implementation that pitted American manufacturers against foreign competitors with entirely different cost structures, and just let the Americans hang out there until they floundered.

         Mike’s Story

         I want to tell you the story of my brother-in-law. His chosen field was manufacturing and for decades he ran and improved major factories before retiring as a manufacturing expert for a university. He was excellent at what he did; his records and certifications speak for themselves. But, while I was ensconced in my C Suite of a fortune 200 company watching the choppy seas of globalization, Mike was out there in them piloting many operations through those treacherous waters. So, when you hear it from Mike, you hear what really happened to America from globalization as we implemented it. Mike grew up with my wife in Lakewood, Ohio. When he graduated from 19Cleveland State, like so many other good Ohioans of the era, he went to work in the steel industry, the bulwark of the American economy. He moved his young family to Youngstown, Ohio, eventually buying the house that he and his wife still own today. He went to work for Youngstown Sheet and Tube.††

         Youngstown Sheet & Tube was an American institution.‡‡ Formed in 1900, it was one of the major steel producers of America. It was involved in the infamous little steel strike. It became famous when it curtailed Harry Truman’s effort to seize American companies for the Korean War effort.§§ It was a true American success story and Mike was a star although he will never admit it. He rose quickly into management ranks.

         Then Black Monday came, September 19, 1977. The plant was to be closed, laying off 5000 people in one drop. The multi-factory company didn’t need all its production capacity as foreign competition grew. Led by activist Staughton Lynd, the community tried to acquire and save the plant. It turned to President Carter and his Washington elites who gave them the cold shoulder. It was the beginning of the end for Youngstown; a decade later 40,000 steel jobs would be gone.¶¶

         I asked Mike if he could remember how he and his family felt on that day and he told me:

         I was General Foreman of Cold Strip Finishing and Warehouse. This news was devastating for me, as well for my family and my fellow 300+ workers in the Cold Strip.

         Our Temper Mills had a top speed of 300 feet/minute – Temper Mills in Chicago were rated at 900 feet/minute. Even with this 3 to 1 ratio we still consistently out produced the newer Temper Mills due mostly to the professionalism and teamwork of our work force.

         Due to work-in-process inventory, shutting down the Cold Strip operations took about two months. My Finishing department and Warehouse operations were the last to shut down. This department shutdown process was very depressing for me because I was the only Cold Strip Foreman to work in all the department operating areas including Shipping, which meant I had managed and worked with all of them at some time.

         I was also the youngest General Foremen in the department’s history and 20 was also responsible for scheduling the entire Cold Strip Department operations weekly (3 shifts). This department scheduling responsibility meant I had to know everyone’s department and unit seniority status to place them in the correct job, to avoid scheduling union grievances. I was also responsible for all scheduling and tracking of all departmental training. 

         This scheduling responsibility resulted in developing an extraordinarily strong relationship with the local union of The United Steelworkers of America and all 300+ people. These workers went out with their heads held high for they broke over 20 department production records during this final shutdown period.

         It was easy to be in denial, and almost all of us thought this was not a permanent situation. All machine and crane gear boxes were mothballed with the intent of being used again. The consensus was that we were too good to be shut down permanently.

         Due to my Shipping experience I was the only Supervisor to be offered a transfer, which was to the Seamless Tubing Shipping Department. The Seamless Tubing Department was granted a reprieve manly because it was supplying the Department of Defense with “bomb stock” for the Vietnam War and the Oil industry piping needs. Most of the Cold Strip workers had enough time with the company to retire.

         Most were also old enough to be my Dad; and because they had kids my age some took me “under their wing” to teach me what they knew. I established a remarkably close relationship with them and this “Black Monday” experience was even more difficult because of that special relationship.

         Little did I know that this type of emotional experience would be repeated several years later as I was charged with the closing of Warren Tool Corporation, Warren, Ohio facility, also with a local union of The United Steelworkers of America.

         Mike then began an odyssey to stay ahead of the closure tidal wave. His next stop was Warren Tool Corporation in Warren Ohio. I asked him how that went to which he replied:

         When I left Youngstown Sheet and Tube in 1978, I joined Warren Tool Corporation’s Warren, Ohio plant; Warren Tool Corporation had 9 plants and was building a new plant in Fayetteville, Arkansas.

         The Warren, Ohio plant was the original plant dating back to the 1930’s. During World War II, the plant forged small caliper shells. In their archives I found black and white photos of the people working the early days. One was showing a Sherman Tank making a visit to the plant to bolster morale.

         Joe was the Plant Manager and I was the Plant Superintendent and I was to  21 under study Joe who was shortly going to move to Fayetteville, Arkansas to start up the new Warren Tool facility.

         The Warren, Ohio plant manufactured hand tools (sledge hammers, picks, mattocks, wood splitting wedges, railroad track gang tools, “C” clamp frames, etc.) under the Warren Tool brand and for other customers, the largest was Sears “Craftsman”.

         In the early 80’s our hand tool industry was starting to be impacted by foreign competition, mainly Japan. My Heat Treat Foreman was John, who also was a Metallurgist. John was part of a corporate team investigating adding an import line to our offerings.

         The team was not impressed with the quality coming out of Japan and switched their attention to China. John spent 3 months in China working with their government to establish a high-quality source of imported sledges.

         The economic impact was upsetting. China could provide a high-quality sledge painted and polished packed in water proof cases delivered to our Hiram, Ohio Distribution Center for what I paid just for domestic supplied steel.

         I saw the “writing on the wall” and sure enough our next contract negotiations with the local chapter of the United Steelworkers of America was a plant closing contract.

         I tried to protect our plant forging expertise but my efforts were not successful, in good part due to the fact that after providing annuities to all plant employees, over $600,000 was reverted back to the company from excess pension contributions.

         Today Warren Tool Corporation is now Summit Tool and only one plant remains -the Akron, Ohio facility named Ken-Tool Manufacturing. This is the plant I managed twice and has a niche market of manufacturing tire changing tools.

         Mike succeeded in keeping ahead of the tidal wave of globalization during his career, moving about ten more times through 4 different states, often being separated from his family to make a living, until in 2007 he took a position with NC State as a plant management and efficiency expert helping North Carolina business in the brutal global economy. He retired in 2015. Mike and his family weathered this American catastrophe successfully while many did not.

         Critical Infrastructure

         As Mike’s story of the steel industry points out, the process of globalization robbed our country of critical infrastructure. We are today dependent on foreign sources (often not friendly) for critical products and commodities essential to our national welfare. This hit home when we woke up a few months ago that we no longer had the capability to make essential PPE or even ventilators. How can we have virtually all antibiotics made outside the 22United States? One wonders how the country’s leadership could not have an industrial policy that insured that the basic things needed to protect Americans stayed here?

         America is a free capitalist economy, and no one would want it any other way. Companies are pretty much free to do what they want. But to allow them to export manufacturing capabilities to the point where we cannot protect and defend ourselves was reckless; but that is what we did. As we go forward, this tragic mistake needs to be fixed or America’s future will not be secure.

         The Financialization of America

         Recently, largely thanks to Elizabeth Warren, Americans have started to wake up to the dangers of too much of the benefits of our society passing to a few wealthy individuals. This often translates into demands for more taxes on the wealthy or limits on executive compensation. That may be good politics, but the truth is that the problem is way more complicated than that and it has exacerbated the problems of globalization.

         While globalization was getting up its head of steam during the last 40 years, another trend in American economic life was developing. In the 80’s, Reaganomics took hold with its belief in Chicago School trickle-down economics. That theory (still largely followed by Republicans) holds that if you just make the rich richer, they will invest in business and through that create jobs and prosperity for all. Problem is, it does not work that way today in our financially driven economy. Manufacturing is at a 70-year low, lower GDP than the government or services sectors.|||| Today, rich people do not go out and open businesses or invest in startups. They invest in the stock or debt markets and that really does little to expand the real economy. Want proof? Look at what has happened during the pandemic. The real economy has been all but shut down with millions of people out of work, but after weathering the initial shock, the stock and debt markets have done fine.

         But there is more. A Professor at Harvard Law School dreamed up a thing called the agency theory. Under that theory, the Board of a corporation is the agent of the stockholders and thus owes its full duty to make them rich, or in other words to run the corporation as the piggy bank for the shareholders. This theory has been promoted by the financial sector because it is really good for them, so it now has become commonly accepted in the Board room. If you have ever sat in on a Wall Street analyst’s quarterly conference call, you 23will see what they hold the CEO and Board accountable for, and it’s not the products they have invented or the people they have hired or the real business issues. It’s whether they made their quarterly P&L numbers and what they are doing to keep the stock price up. 

         As the late Lynn Stout, the corporate law scholar at Cornell clarified and as the famous corporate lawyer Marty Lipton has been arguing for years, this is very bad law.***, ††† Under corporate law statutes, a corporation is a legal person, legally just like you and me. And the Board’s duty is to it and to run it properly. Yes, the interests of the stockholders need to be taken into account, but so do the interests of employees, customers and others touched by the corporation. The duty of the Board is to promote the corporation’s best interests, not just those of the stockholders.

         The consequence of this doctrine is that over the years excessive amounts of corporate profits have been distributed to enrich the stockholders through dividends and price-supporting stock buy-backs, depriving the business of the funds needed to grow, hire more people into good paying jobs and prosper. Moreover, it has put excessive emphasis on “efficiency”; if the business isn’t growing then we just need to cut costs. And what is one good way to cut costs: move the operations to the lower cost developing world.

         Corporations have been run to generate the short-term cash and profits needed to feed the shareholder value monster, instead of promoting the long-term success of the business. In the old days, when I was a young business lawyer, corporate executives focused on the business and how to improve and expand it. The goal was growing the business and of course if they were successful the numbers would follow and the shareholders would prosper along with everyone else involved. Now, the focus is on the numbers wherever they come from, not the business, and so outsourcing to Asia and cost-cutting get as much or more attention than how to grow and improve the enterprise. At the very time that our national corporate profits were needed to create the new industries and jobs to ease the blow of globalization, they were syphoned off to enrich the stockholders. In turn, those earnings were simply invested in the stock and debt markets, raising stock prices, but doing little to create the new economy and jobs promised by the theory of globalization.

         
24COVID-19

         I am writing this four to five months into the pandemic. Every morning during breakfast I check the numbers on how it is impacting the country, New York and my locality. I have no idea when this will end but it certainly doesn’t seem to want to go away. But one thing I am sure of is that it will impact life as we knew it. From what I have heard and seen, mid-town New York is a ghost town. Many big and small businesses around the country will be gone for good, and much of on-line which is now needed for survival will become a permanent feature as people’s habits change. Maybe people will discover the joy of staying home and not crave crowded airlines and highways. Maybe, America’s pastime, shopping, will not seem like so much fun anymore. Maybe, companies will see the benefit of the virtual office or retreat to less dense places than our major cities. Maybe, there will be a great migration to the open spaces, like the great migration to the North during the industrial revolution. Maybe, New York will lose its status as the financial capital of the world. But big changes are possible and only time will tell.

         How this will impact globalization remains to be seen. There may be cries for tariffs, embargos and travel restrictions as politicians seek to punish China for the flu. There may be similar calls out of fear of the next one (a new strain in pigs has been discovered in China already‡‡‡). On the other hand, ironically, one could conclude that it is the lack of globalization in our public health efforts that created this pandemic and we need more cooperation to protect ourselves in the future.

         There likely will be a vigorous national debate about this and our national health will greatly depend on its success in finding the right solutions.§§§ This could turn out to be a disaster as activists, politicians, the media and others create a chaotic scene or it could be just the reset we need, which if handled sensibly could let us fix many of the pasts problems and move forward. We shall see.

         So Now What?

         I am not an economist, so I am really not the one to design the fix for Globalization if there is one. But I am a lawyer/businessman who has been on 25the front line of this American tragedy and thus may have a few ideas for what they are worth. I will share them here. 

         It will not be easy. In fact, the genie may be out of the bottle and it may just not be possible to put it back in. But let’s be optimists and assume it can be fixed. The first thing we must accept is that it will take a long time, not years but decades. The political and opportunistic slapping-on-tariffs approach of President Trump will not work. It may address a particular short-term issue, but it won’t solve the overall problem, and, in the process, it may set things in motion that actually could make matters worse in the long run.

         Needed Fundamental Changes

         We need a Plan. And sadly, our Federal government is terrible at planning. All you need to do is look at the pandemic or the issue of police violence and you can see how terrible the Federal Government is at it. They like crises, hearings, endless talking and a media theatre. What needs to be done in this case will not be successful in that environment. If there is any hope of fixing this, the Congress and the President need to get out of the way and take this out of the hands of government and put it in the hands of a knowledgeable and experienced public/private body representing all interests.

         Washington needs to change. At least on this issue, partisanship needs to end. And the special interests and their legions of lobbyists need to be shown the door. Citizen’s United needs to be dealt with so that we can start to get back to having a government that represents us.

         The media needs to get to work. America is a democracy and the chances of success are far greater if the people understand the problem and can demand change. It is startling to me that the media has done such a poor job of informing the American people about how badly they have been abused. The American public needs to understand this problem so it can start to demand that the government address it.

         We need to treat this as the emergency it is. If anyone ever had a doubt that this is a critical problem, the current pandemic should have persuaded them. We were dependent on foreign countries (and not too friendly ones) for PPE and ventilators to save lives. The CDC lied to us about mask wearing in the beginning because they knew there were not enough for everybody and health care workers needed to be protected. How can we have sunk so low? We don’t have a Youngstown Steel to pull a tank into anymore. In so many ways, we are so vulnerable because globalization has outsourced our critical industries. 26

         Government and Business need to start working together for the good of the American people. Much of what needs to be done will need to be done in the private sector. American companies need to get much more patriotic and Government needs to support those efforts.

         Steps To Take

         Project Rebuild. Use the tax and regulatory power to require/incentivize American companies to manufacture here. This could start with a moratorium on further outsourcing and move to a repatriation of currently outsourced production.

         Project Defend. Critical production capability for the national protection should be on the top of the Project Rebuild list and be implemented immediately. If need be, government-owned companies should be formed to get the job done, to be divested once the time is right.¶¶¶

         End the Agency Theory and Shareholder Value Management. Require Boards to focus on building the business for the long term taking into account among other things the national interest. Maybe, it’s time for a Federal corporate law. Restrict dividends and share buybacks to ensure available funds for long-term investment.

         Change the tax laws to incorporate incentives to invest in the real economy and create jobs. Rather than just buying stocks and bonds in the financial markets, tax advantage investments in small business, IPOs and other investments that grow the real economy.

         Prohibit Reincorporation outside the United States. Companies should not be permitted to escape from their duties to America by engaging in reincorporation to jurisdictions outside the United States.

         Invest heavily in education. The promise for the American worker of globalization was higher-paying jobs as they move to higher value work. To do that we need national educational resources that make retraining easily accessible. I don’t know how we dropped that ball, but it’s never too late. We should not have to look outside the United States to find workers for the higher paying jobs in health care, technology, etc. We should be growing them here.

         Negotiate long term with our trading partners. They need us and we need them. We need to put in place a pathway forward for them and us. It needs to 27include an equivalency system that insures that before goods without tariffs come into this country from overseas their price advantage is not based on unsuitable factors, like excessively-low wages, environmental disregard and other factors that we require of our own manufacturers. 

         A Final Word

         I am a globalist. By removing boundaries to trade we have lifted the world up out of poverty in many places. Perhaps, we have prevented World War III. But we have failed miserably in the way we implemented it with a horrific result to America. Failed globalization may not be the only cause for our many problems, but it certainly has been a big contributor. In my view, many of our current social problems are in large measure a result of the decayed American economy from globalization, pitting American against American for limited opportunities. While we have raised many in the world up, we have pushed many of our fellow citizens down. We are no longer the land of opportunity I grew up in and one big reason is failed globalization.

         There is a cliché that a crisis is a terrible thing to waste. Well, maybe the pandemic will provide us the opportunity to push a reset button and design globalization, so it is fair to America. We as nation need to fix this. I only hope we can.28

         
            *Mr. Kissinger and Ping Pong Diplomacy.

            †I was in the College or Arts and Sciences. Bill Clinton was in the SFS, a year ahead of me. He ran for SFS student body president in 1967 and lost. The following year I ran for College student body president and lost. He stayed with politics; I walked away. I’ve always wondered who made the better choice. And, Bob Lighthizer, Trump’s tariff king, was a classmate.

            ‡Deng Xiaoping

            §The Berlin Wall

            ¶East Germany

            ||Cooking Oil Line in Romania in 1986

            **Bill Clinton

            ††https://en.wikipedia.org/wiki/Youngstown_Sheet_and_Tube

            ‡‡Youngstown Sheet & Tube

            §§https://en.wikipedia.org/wiki/Youngstown_Sheet_%26_Tube_Co._v._Sawyer

            ¶¶https://www.youtube.com/watch?v=6Nng9Wr1K8M

            ||||https://www.industryweek.com/the-economy/article/22028495/manufacturing-is-now-smallest-share-of-us-economy-in-72-years

            ***The Shareholder Value Myth by Lynn Stout, Berrett-Koehler Publishers (2012)

            ††† https://www.reuters.com/article/us-otc-lipton/citing-crisis-for-corporations-marty-lipton-launches-feud-with-investors-council-idUSKCN1VB2DV

            ‡‡‡https://www.bbc.com/news/health-53218704

            §§§Dr. W. Ian Lipkin of Columbia School of Public Health is working on GIDEoN, a global network to conduct infectious disease surveillance, global sample and data sharing and provide rapid response. Through this it is hoped that vaccines and other solutions can be developed before the virus becomes a pandemic.

            ¶¶¶One of the things that truly shocked me in the current pandemic is how the government was quick to send out what amounted to welfare checks to the unemployed with no thought of how they could offer them alternate government sponsored opportunities to address critical needs, like the WPA under Roosevelt. We have many national needs, even masks. Why didn’t we give people the opportunity to earn their benefits.
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            FORWARD

            BY MINISTER CHULSU KIM

         

         It is a great pleasure for me to introduce Trade Crash, an important new book on international trade by Bruce Aitken and Ngosong Fonkem. Bruce Aitken is a close friend with whom I have worked together on many different trade issues over the years. I am very glad that the authors have taken the initiative to write a book on one of the most important issues of our time—international trade in trouble. I am sure the readers will benefit greatly from the authors’ insights and will better understand and cope with the deteriorating trade environment in these troubled times.

         In the last several years, the world has become a much more difficult place to do business. Anti-globalization sentiments are growing everywhere; trade wars between the two largest trading nations, the United States and China, have made the world a much less safe place to do business; supply chains have been disrupted by the growing uncertainties and the vicissitudes of the international trading system; international trade rules developed over the last 70 years are often ignored in favor of unilateral trade actions by some countries, notably by the United States; and the WTO is in a crisis with its trade negotiation and dispute resolution functions nearly in paralysis due to differences among its members. While it is perhaps too early to conclude that the world has returned to the law of the jungle of the past, the global trading system is in trouble and clearly in need of repair.

         Since the beginning of this year, the world has struggled with the COVID-19 pandemic and its economic fall-out. Impact on trade and the global economy has been devastating. Movements of people and goods have suffered immensely in the midst of spreading virus and economic shutdowns everywhere. The pandemic shows no sign of abatement at the time of this writing and many expect that the world will have to live with the virus for some time to come. Disruptions caused by trade wars and unilateral trade actions in the last few years are now being deteriorated due to the unexpected pandemic. The global economic recovery hinges on our ability to harness and take control of these two new developments. Trade Crash examines both of them in great detail and offers solutions and cures for them.

         As a trade policy expert who has become a true believer in the benefits of international trade and trade liberalization for all countries, I have been watching these alarming developments with grave concern. The world must 30quickly return to the days when international rules are respected by trading partners and cooperation, rather than confrontation, becomes the rule of the game in international trade. I hope world leaders will soon discover that this is the right way forward and jointly take actions in that direction.

         Korea’s successful experience as a trading nation in the last 50 plus years is an eloquent testimony to the importance of maintaining stable and predictable international trading order. Its rise has been facilitated by such a favorable environment, although Korea also had its own share of unilateral trade pressures and threats of retaliations by powerful trading partners. However, generally speaking, Korea can be said to have benefited from the prevailing respect for international rules during that time.

         Likewise, the current confrontational environment in international trade will only improve if powerful trading nations refrain from taking unilateral trade actions, which invite retaliatory responses by their trading partners, and rely on international rules which they had helped to negotiate.

         Trade Crash is a timely publication by two experienced trade practitioners at a time when international trade is facing unprecedented disruptions and challenges. It should be helpful to the international businessmen who are trying to cope with them. I also think the book can serve as a guide to those who are trying to understand the global economy in general and international trade in particular.
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            Chapter Summaries

         

         CHAPTER 1: OVERVIEW

         In this book, we examine the risks to the US and global economy from Trump’s approach to and from the Covid-19 pandemic as well as its impact on the November 2020 elections. Further, we address the likely impact of the selection of Senator Kamala Harris to the Biden Presidential ticket and the probability of election “surprises” by Trump, such as the announcement of the Israeli-UAE Peace Agreement. We also address how business and industry representatives can anticipate, deal with, and hopefully thrive from newly increased trade diversion. Thus, included in the book are discussions on tools (e.g. customs tools) and negotiating techniques designed to help alleviate the business risks from this new world of trade diversion.

         CHAPTER 2: EVOLUTION OF TRADE and TRADE DISPUTES

         Trade wars traditionally have been the result of conflict and go back thousands of years, oftentimes escalating into full military conflicts between states. Such battles have been going on for as long as nations have conducted trade with one another and have often occurred under bogus auspices. Chapter two explores the evolution of the international trading system and other trade disputes and spats in global history.

         CHAPTER 3: THE NEW AGE OF TRADE DISRUPTION AND ITS CONSEQUENCES

         Since the Trump Administration took office in January 2017, trade belligerency has not only been based on traditional trade measures such as tariffs, but also technology blacklists, financial isolation, sanctions, previously arcane trade laws, and even twitter. In short, the Trump Administration has changed the focus and tactics of trade war to encompass disruption of the supply chains that underlay international trade. 32

         CHAPTER 4: HOW TO SURVIVE AND THRIVE IN THE NEW WORLD OF TRADE DISRUPTION

         Many losses incurred in international transactions or caused by trade disruptions are preventable through careful planning. This necessitates having a firm understanding of the international trading system and global supply chain and logistics systems. It also necessitates tracking and monitoring ongoing geopolitical developments to anticipate trade disruptions. The chapter provide strategies for managing trade disruptions.

         CHAPTER 5: CASE STUDIES

         This chapter provides some case studies on how tools of trade have been applied in real life situations. In particular, it demonstrates the importance of political activity and lobbying, especially at the “ground level.”

         CHAPTER 6: CORONAVIRUS & GLOBAL DISRUPTION OF INTERNATIONAL TRADE

         When the Covid-19 (“CV19”) pandemic arrived on the global stage, it changed everything. The disruption of international trade caused by the pandemic has far exceeded anything the Trump administration has done thus far. This chapter examines the varying global responses to CV19, a comparison with the Influenza Pandemic of 1917-19, social unrest in the US, the CV19 Second Wave and prospects for a “New Abnormal” future.

         CHAPTER 7: “TALKING HEADS” and CRYSTAL BALLS

         This Chapter examines the myopia of the media, which shifted virtually overnight on “Super Tuesday,” from an obsession with election forecasting to Coronavirus mania. It also discusses the impact of “fake news” and misperceived reality in the media on the general public and the economy. It includes a discussion of the changed electorate, the impact on the November 2020 elections and an apocryphal forecast of the Presidential election.

         CHAPTER 8: THE UNITED STATES IN 2021

         This Chapter addresses the long-predicted populist movement in the US electorate and its impact on the President and Congress. We also discuss alleged international sabotage of the US elections and the economy, including with reference to CV19. We also predict and explain the reasons for a Trade Crash in 2010. We conclude with a discussion of life in the New Reality of a post-trade crash economy and the aftermath of the CV19 Pandemic. Bruce Aitken & Ngosong Fonkem 33

         APPENDICES

         Appendix A: Utilization of Customs and Export Controls Analysis

         This Appendix contains a guide to preempting or escaping supply chain trade disruptions by using various customs law tools. Such issues as use of Foreign Trade subzones, Scope Rulings to escape added import duties from trade cases, Customs Duty Exclusions, and use of the IP based 19 US Code § 1526 provision to help US manufacturers are discussed.

         Appendix B: Influencing Negotiation of Free Trade Agreements (FTAs)

         This Appendix provides an overview of trade negotiation techniques. It is aimed at familiarizing businesses, small and large, with techniques to help them become involved in Free Trade Agreement (Bilateral or Regional) negotiations and less formal trade disputes, such as the US-China Tariff Wars.

         Appendix C: The Impact of COVID-19 on Global Trade & Daily Life

         This Appendix focuses on a comparison of the CV19 Pandemic and the Influenza Epidemic of 1917-19. It discusses similarities and differences between the US and Global approach and lessons to be learned from these comparisons.

         Appendix D: Videos

         To make our book as accessible as possible, we include in Appendix D links to a series of zoom seminars on CV19 and trade, a short film and interviews with a number of our authors.

         FORMS

         The forms included here provide blueprints for utilizing some of the techniques discussed in Appendices A and B. We also provide a guide to applying for such relief.

         CHARTS

         DRAWINGS

         MEDIA LINKS

         AUTHORS’ BIOGRAPHIES

         INDEX

         The above items are self-explanatory.
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