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What’s the Problem?
Years of misguided economic and trade policy have 
encouraged offshoring of industrial production 
and entrenched supply chains abroad.

America’s domestic industry 
has declined as a result, with 

investment declining, expertise 
eroding, and output stalled.

Loss of manufacturing also degrades the 
long-term ability to innovate and leaves the 
U.S. dependent on other nations for critical goods.

America Traded Away Its 
Industrial Edge

For decades, policymakers have promoted the idea 
that goods should be made wherever is cheapest. 
The result is that low-cost imports, made artificial-
ly cheap by foreign subsidies, have reduced demand 
for domestic products, while offshoring of industri-
al capacity in pursuit of lower costs has diminished 
America’s ability to compete or innovate. 

The U.S. industrial commons has been degraded, 
U.S. investment in physical capital has declined, 
American know-how has atrophied, and many crit-
ical goods like semiconductors and pharmaceuticals 
are now made largely overseas. Industrial decline 
triggers a vicious cycle that is difficult to escape, as 
weak investment erodes domestic advantages, be-
getting weaker investment.

The end result is diminished job opportunities and 
collapsing communities, fragile supply chains, and 
dependency. The more dependent the U.S. is on 
China, the more control China has over our nation-
al security. The more production happens overseas, 
the more vulnerable we are to price shocks or short-
ages due to crisis or conflict. But each investor, sur-
veying the landscape, still finds it wiser to build the 
next factory somewhere far away.

What’s the Solution? 

Policymakers should implement local content 
requirements (LCRs) for goods that are critical for 
national security or the industrial base. LCRs specify 
a percentage of domestic labor or parts that a good 
must contain to be sold in the U.S.

Legislation should:

These requirements will ensure a guaranteed 
level of domestic demand that the private sector 
can determine how to fulfill. 

This guaranteed domestic demand 
will support a more robust U.S. 
industrial base and promote 
investment and innovation, 
replacing the vicious cycle of 
industrial decline with a virtuous 
one of expansion.

Domestic Demand Will 
Spur Investment

Authorize the Department of 
Commerce and Department of Defense 
to list goods critical to U.S. national 
security or the domestic industrial base

Establish a 50% domestic 
content requirement for those 
goods to be sold in the U.S.

Define “domestic content” as the sum 
value of domestic labor and domestically 
sourced intermediate goods
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Key Facts

“These requirements will harm 
entrepreneurship and innovation”
LCRs guarantee domestic demand, but don’t mandate how to meet 
that demand. Market forces will apply all their traditional pressure 
to induce innovation and reward entrepreneurial drive.

“special interest groups 
will rig the requirements”
Special interest groups are an inevitable feature of the global 
trading system. They already play an outsized role in setting 
the terms of the trade agreements that encourage offshoring. 
Policymakers should at least take aim at the right goal: ensuring 
robust domestic investment and supply chains.

“this is inconsistent with the 
american spirit of free markets”
American economic policy has always nurtured 
domestic industries. The American System, as 
articulated by Alexander Hamilton, Henry Clay, 
and Abraham Lincoln, supported deliberate development of the 
American industrial base. LCRs are also a consistent feature of Free 
Trade Agreements, and federal procurement.
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