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THE CHINA PLAYBOOK 

– A Ten-Year Agenda for a Basis to Compete Head-On 

How is the US going to compete with China and prosper in the future global economy? The US 
may have to play a new game with new rules put forward by China as they ascend the ladder to 
become the next great, global economic superpower. Our standard of living depends on 
working with new concepts of economy management to optimize growth, new concepts of 
intellectual property rights to improve the rate and scope of innovation of products and services, 
and new approaches to taxation. The US government must abandon the “old-world” rulebook 
and adopt a “New-World” framework – a ‘new “Playbook” for global competition and 
economic survival.  

 

A Conversation 

I asked a long-standing client these questions a few days ago – the questions weren't quite as 
specific, but the train of the conversation was centered on these questions: 

• Is your company investing enough in new product development? How do you know? 
• Is your company investing in new products that meet global requirements broadly 

enough, or are you more focused on domestic requirements? 
• Are your company's foreign markets expanding more rapidly than your domestic 

market? Is your domestic market contracting, and if so, why? 
• Where is your company deriving more profit from, foreign markets or your domestic 

market? 
• Are your manufacturing assets fully deployed or nearly so? If not, is unused capacity 

growing or shrinking? 

The answers were simply vague.  

I was looking for a clear sense of current strategy, and I was looking for statistics and measures 
that would support a rational and defensible strategy. I was also looking for evidence of a 
sustainable strategy. What I heard from my client is that the future is not sufficiently stable or 
secure enough to plan confidently. Before I take a step forward on the pressing micro issues for 
my client, I think we will take one step backward together to understand some macro issues and 
how they drive the micro issues my client is asking about... 

As I was about to turn the conversation to less “heady” topics over a beer, my client asked me, 
“Brian, how am I going to compete with China? They play by different rules…”, and that set 
my brain to think… 

 

The Economy Mission of a Government 

My client's company is confronting much the same conundrum of macro issues that face 
national economies such as the US economy. Substitute "country" for "company" and 
"industry" for "product" in the questions I asked my client, and you have significant questions 
for a National economic policy to address. Unlike my client, I think I can clearly discern the 
answers to some of the questions as they pertain to the US economy today. To a great extent, I 
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think that the US economy is stuck in an “old-world”. I wish I had more facts to support my 
casual observations, but facts are hard to find – I will endeavor to look harder! And this is a 
"fuzzy" observation. Let me draw some conclusions and propose some new strategies for a ten 
year agenda for modernization of the US economic system to compete in the “New-World” 
marketplace with new superpower economic players.  

With China’s emergence as an economic superpower, it becomes critically important to 
evaluate how “the rules of the game” are changing, and to recast strategies, competitive tools 
and expectations. There are seven frameworks or “eco-pillars” for a more modern US economy 
to compete head-on in a “New-World”. On the surface, they are all familiar. Currently cast in 
the “old-world”, though, these frameworks require substantial revision.  

 

1) Investors, enterprises and consumers must all be "willing and able" to participate in the 
economy. 

A little bit of serendipity is essential to exceptional success in business. For the vast majority of 
businesses, though, success comes down to careful planning and skillful execution of the plan. 
But, who can plan when risks, opportunities, costs and benefits are all irrational? When the 
world is wildly chaotic, only speculators "win big" at the expense of all other market 
participants. All participants in the economy – investors, enterprises and consumers benefit 
from a stable economic environment.  

This, then, becomes the primary, high-level economic mission of government: 

Do everything in its power to promote stability and security in the economy – stable and 
secure equity markets, stable and secure debt markets, stable and secure employment, 
and a stable and secure marketplace for the sale of products and services. 

Devoid of resources – sure of ruin – fear of these circumstances stop investors from investing, 
sellers from selling, and buyers from buying. Confidence and facts are essential to keep this 
"three legged stool” from toppling with a broken leg (or two) – confidence and facts are 
essential to insure that the market participants are willing.  

Consumers must be employed to the greatest extent possible with the highest quality jobs 
possible that contribute the greatest value possible to provide incomes that allow for 
discretionary spending without unsustainable debt. The average consumer must be able to live a 
comfortable life while they are employed – Maslow understood this, and have a positive net 
worth when they leave the workforce so that they can retire without burdening the economy.  

This, then, becomes the most prominent secondary economic mission of government: 

Do everything possible to encourage the most gainful employment possible for the 
largest number of consumers possible for the long term, and to assure the individual’s 
financial resources for a healthy sustainable consumption in the economy for their entire 
lifetime.  

A healthy domestic economy is essential to weather global blips, burst bubbles and violent 
unrest in foreign markets, and employment is the cornerstone measure of stability in the 
domestic economy.  
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The current body of US law is fundamentally built upon precedence, and it is therefore additive 
and not subtractive – the body of law naturally tends to grow continuously without bound – 
stuck in the “old-world”, too. There are so many laws today that burden the enterprise that 
there is rebellion brewing in some industries. I frankly don't know – I can't know the full scope 
of laws that apply to my own simple business (there are so many), and try as I do, I don't 
always understand the laws as they are written. So, there is a “proviso” related to this mission, 
and this is a “New-World” element that is essential – and perhaps the most challenging of all: 

Legislation must be simple, efficient, understandable, devoid of special interests and 
exceptions, and flexible to allow for evolution 

I am reminded of an observation many, many years ago in elementary school:  

"Too many rules, and you can't play the game."  

And another reminder, also from elementary school:  

"When you can no longer play the game, it's time to tip the board off the table and start 
over (press the reset button)," and that generally creates an ugly confrontation...  

 

2) Investors, enterprises and consumers must expect a "square deal" in an efficient market. 

A square deal has the buyer and the seller equally satisfied by the transaction. The balance of 
risk and opportunity or cost and benefit has to satisfy both the buyer and the seller. Terms and 
conditions must be clear and reasonable. Unreasonable demands cannot be tolerated. Efficient 
and unobstructed flow of financial instruments, material goods and services must be assured. 
Goods and services must be safe for the consumer and provide the value that is claimed. 

The US economy is stuck in the “old-world” where too many still aspire to easy money through 
reckless speculation and profiteering. The Government currently responds to this behavior after 
a market’s collapse by passing massive and complex laws in Congress after the damage is done. 
The Government must be committed to uncovering and prosecuting actions that threaten 
fairness and free flows in markets, the safety of the consumer or the value expectations of the 
consumer, and the Government must move proactively to stymie reckless speculation and 
profiteering – this particular new element of regulation must become a “New-World” focus for 
the modern government.  

Another mission of the Government, therefore, is: 

Provide essential regulation of markets proactively to assure fairness and free flows of 
goods and services and the avoidance of irrational bubble behavior.  

Obviously (to me), the Government has not been successful to protect the economy from 
reckless speculation and profiteering through legislation. Government needs to work 
proactively to craft simpler and more effective laws, and needs to find clever methods to 
discourage lawless opportunism through punitive penalties for systemic economic damage and 
new rewards for hard work and economic contribution. I don't pretend to know the answers, 
but I see the problems first hand. Congress must be more willing to refine old law or eliminate it 
from the body of law, and Congress must become more skilled in crafting new laws. Congress 
needs the smartest among us with superior interpersonal skills and an unselfish commitment to 
craft these laws. 
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3) The economy must grow for investors, enterprises and consumers, and the growth must 
be sustainable. 

In the US, the rich are getting richer, and they have been doing this unbridled for about thirty 
years. See this blog by Dr. Robert Reich, past Secretary of Labor for President Clinton: 

Robert Reich  http://robertreich.org/ 

See particularly this one post in Dr. Reich's blog:  

Robert Reich (The Super Rich Get Richer, Everyone Else Gets Poorer, and the 
Democrats Punt)  http://robertreich.org/post/1178374104 

See also in one of his books:  

Reich, Robert, Aftershock, Knopf, 2010, p. 21 and p. 52. 

Dr. Reich is demanding change, and I think he "gets it" like few others do. 

The wealthiest 1% of the population received almost 24% of the nation's total income in 2007 
compared to just 9% of the nation's income about thirty years prior due to a stupendous rise in 
compensation over this timeframe for the wealthy. This is the “old-world” of opportunists. 
What portion of the wealthiest wage earners’ income is spent domestically and what portion is 
spent in other economies? I wonder...  I bet that significant amounts of money are spent in 
foreign markets by the top 1%, and that amount may dwarf what the bottom 50% or even 80% 
of other wage earners spend collectively in foreign markets. I would like to know the facts, but I 
can't uncover them... Real income for the vast majority of Americans is declining by my 
observation, and if the "game is rigged", remarkably few seem to realize it. 

It is difficult to ascertain if the economy is growing for the majority of households today. The 
Government measures the Gross Domestic Product or the value of all goods and services 
produced in this country, but does not publish a GDC (Gross Domestic Consumption) statistic 
compiled with the same methodology. Is the economy growing for 50% of households? for 80% 
of households? for 95% of households? I simply don’t know how to find that answer in the 
government statistics I have available to me.  

I want to see a National cash flow statement and balance sheet so that I can look at the 
economy like I look at a business. Further, I would like to see these conventional financial 
statements for businesses separated into a number of economy sectors and also households 
separated into a number of regions of the country, and finally stratified in percentiles by 
revenue and equity value (income and net worth for households).  

The “old-world” assumption is that the economy is good if the GDP is growing above some 
threshold value: 

Is the GDP growth rate corrected for inflation greater than the population growth rate? 
If so, then the economy is probably growing for businesses.  

The “New-World” view for government is much larger to focus on consumption measures as 
well: 

Is the GDC-Household growth rate corrected for inflation greater than the growth rate in 
the number of households? If so, then the economy is probably growing for the majority 
of households.  
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Is the GDC-Business growth rate less than the GDP growth rate? If so, then businesses 
are becoming more efficient.  

The “New-World” view for government must also encompass the concept of a maximum 
sustainable growth rate – the target “steady state” growth rate for the economy. This factor is 
entirely unaddressed by the Government today. What is the maximum sustainable growth rate 
for the economy? Intuitively, the maximum sustainable growth rate is the sum of: 

— the average year over year gain in efficiencies for all businesses in the country;  
— the growth rate of the total consumer base, both domestic and foreign for domestic 

production of goods and services (roughly the global population growth rate); 
— adjustments – for the growing scarcity of raw materials (a negative adjustment), the 

changing global labor distribution to less costly foreign labor (a positive adjustment), 
the surplus domestic labor due to the gain in efficiencies for all businesses and also 
for the off-shored labor (a negative adjustment), and other factors that are certain to 
change over time and impact costs for the enterprise or the efficiency of the market.  

In the “New-World” view, another mission for the Government, therefore, is:  

Do everything possible to keep the economy on and about the steady state maximum 
sustainable growth rate – the S-S-Max rate.  

The Government must join with markets directly to foster growth or retard growth where 
economic performance is unusual. In other words: 

If economic growth falls precipitously below the S-S-Max rate, the Government must 
assist in the creation of and investment in new opportunities, and also in the defeat of 
wrongly perceived risks.  

If economic growth climbs exuberantly above the S-S-Max, the Government must step 
into markets that are irrational with reckless speculation and profiteering and add 
incentives to return to reasonable costs and benefits to avoid unsustainable bubbles and 
insufferable scarcities.  

Currently, the Government prefers to grant away money in Federal spending programs. Society 
realizes a benefit to this strategy only indirectly, and a few individuals who receive the grants 
realize a tremendous benefit. Some foreign governments primarily in Asia are taking a more 
active role in their economies by investing directly and massively in industries and companies. I 
believe that this is an essential element of the “New-World” of economic competition. By 
retaining the equity stake of their investments, these Asian governments can influence planning 
and exercise some control. To compete in this “New-World”, the Government must: 

Invest directly in new markets and new enterprises, and retain and exercise its equity 
interests.  

Invest massively – invest 5% of GDP, for example, or $700B of $14T for 2009 GDP in 
new technologies, markets and enterprises.  

Imagine what industries the US government could foster by investing $700B (roughly the 
amount of money currently spent by the Pentagon on the basic military budget) on promising 
new technologies – that would be “New-World”!  
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4) Essential infrastructures and services must be accessible, reliable and effective for every 
economy participant. 

Essential physical infrastructures such as energy, transportation and communications and 
essential service infrastructures such as banking and post must be accessible to and reliable for 
all economy participants and effective for every economy participant regardless of location and 
scale of consumption. These essential infrastructures are enablers for every enterprise in the 
economy. 

It is incumbent on Government, therefore, to: 

Provide these infrastructures or to insure that they exist through rational incentives. 

Insure that these infrastructures are accessible, reliable and effective for every economy 
participant through regulation.  

Insure that these infrastructures are improved over time as demands and technology 
change.  

Integrate these infrastructures with those in other countries (in other economies) so that 
they are as seamless as possible for effective global business operations and global trade.  

Protect these infrastructures because they have substantial value in the economy. 

The “New-World” reliance on these infrastructures is likely to grow significantly, and current 
systems must be revisited and improved to insure that the critical needs are being met.  

 

5) Ownership and control of intellectual property must allow for easy access and efficient 
exploitation by all economy participants; exploitation of private information must allow for 
control by the individual owner.  

The current Patent system is “old-world” being based upon the apparent value of tangible goods 
and the physical methods of construction, assembly, distribution and sale. The value derived 
from these systems is directly related to the financial resources of IP owners. The cost related to 
patenting is prohibitive for many IP owners, and litigation to protect a patent is enormously 
expensive. Speculators and profiteers who arbitrage IP without adding any value exploit the 
system and ultimately reduce the value and the useful lifetime of the IP. The patent system 
desperately needs updating by Congress and by treaty with other countries.  

The “New-World” economy should focus on exploiting IP in new products and services and 
rewarding the most capable innovators. This may strike a new balance between ownership, 
reward and control.   

A mission of the Government is to: 

Establish systems that preserve the value of intellectual property (IP) while assuring 
access to the IP by interested parties and providing for the efficient exploitation of the IP 
by the most capable innovators.  

IP has no value if it is left unexploited - how should unexploited IP be protected? The 14-year 
design patent and 17-year utility patent lifetimes exceed the exploitable lifetime for much 
contemporary IP – what is a more reasonable lifetime? Innovation of IP by others that are more 
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capable is stifled during these long periods of protection. Further, the value of IP changes with 
the salable state of products and services that incorporate it.  

Should an IP owner without the resources or the intent to exploit IP enjoy any 
protection? The “New-World” view would answer this question with a “No”.  

Should IP protections be different for innovators who did not conceive the IP but are in 
a position to make better use of it? The “New-World” view – “Yes”.  

Should IP protection be different before IP is incorporated into a product idea? While IP 
is being incorporated into the product during its development? While the product with 
the IP is sold in the marketplace? After the product is no longer sold in the marketplace? 
The “New-World” view – “Yes”. 

Software, molecules and webpage buttons (and even peanut butter sandwiches) are being 
patented.  

Are these new classes of invention? Should soft, esoteric inventions be protected 
differently from hard, tangible inventions? The “New-World” view would answer this 
question with a “Yes”.  

Should a process or a procedure enjoy patent protection? The “New-World” view – 
“No”. 

There is no doubt in my mind that the Patent system is obsolete, but as I wrestle with many of 
these issues concerning my own IP and my clients’ IP, I must acknowledge that I don’t have 
any constructive comprehensive proposal at this time. Asian companies will better realize the 
value of IP as they invent more of it in the next few years and want to protect it.  

The advent of digital tools provides for new forms of media and new methods of media 
production, reproduction, distribution and exploitation that obscure notifications, blurs 
ownership and is incompatible with conventional controls over the media. The concept of 
copyright is “old-world”. The “New-World” economy must replace concepts of copyright with 
modern concepts of intellectual property ownership and royalty rights that are consistent with 
some elements of patent reforms discussed above.  

Content is currently protected only when the rights are explicitly claimed. Further, the interests 
of others who are captured in media are different from the interests of the media producer, the 
media owner and the media user.  

Should all these parties be able to participate in the media rights? The “New-World” 
view would answer this question with a “No”. 

The term of a copyright extends 70 years after an author’s lifetime and the earlier of 95 years 
after a corporation published a work or 120 years after its authorship.  

Should rights extend beyond the originating entity’s lifetime? The “New-World” view – 
“No”. 

Different classes of copyrighted media are protected differently.  

Should this practice become more widespread to better coincide with the value of the 
media and the variety of people who can claim right to it? The “New-World” view – 
“Yes”. 
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The media end-user is conveniently held responsible for a copyright violation, but the media 
end-user derives no monetary gain and does not substantially devalue the media.  

Should the media end-user have a responsibility to determine their right to use or a 
liability for failing to recognize the rights of others parties associated with the media? 
The “New-World” view would answer this question with a “No”. 

Formal copyright registration of all copyrighted media is impractical.  

Should there be a mandatory formal process? Should protections be offered only to 
media above a certain value or only certain classes or categories of media, and for these 
media, only with a formal registration? The “New-World” view would answer these 
questions with a “Yes”. 

Finally, the new “digital age” provides for potential gross exploitive abuse of private 
information without consequences and with virtually no ability of the individual to exercise any 
control. Evidence of abuse of private information is abundant today, and this has become a 
growing problem that Congress is reluctant to legislate on. Where radical changes that dilute 
ownership and control of intellectual property are being advocated above, the right of the 
individual to control the use of their private information must be advocated, defined and 
protected more aggressively.  

It must be assumed that the individual owns private information and has a right to control to 
some degree how this information is used. This is a “New-World” concept in the economy. 
Defining and classifying private information is essential.  

Is identifying information private information? “New-World” view - probably not… Is 
behavior information private? New-World” view - probably so for much of it… Is 
likeness information (a photograph) private? The New-World” view would answer this 
question with a “No”. 

Many businesses collect private information as a normal consequence of doing business.  

Should private information have a natural lifetime after which it must be disposed of by 
default? Does the individual have a right to limit the lifetime of this information and 
demand its disposal? It is not as clear how the “New-World” view would answer these 
questions, but I suspect that the “New-World” view would be “No” to these questions 
contrary to the individual desires…   

The overwhelming challenge associated with the collection of private information is to protect 
individual privacy and trump reckless exploitive commercial interests. Privacy issues may 
become the very essence of future deliberations about the balance of liberty and tyranny with 
opportunity and security – if they have not become so already.  

Many businesses sell private information as a normal business venture.  

Does the individual have the right to authorize the sale of their own information? the 
right to identify which sales are authorized and which aren’t? the right to limit the scope 
of the information sold? the right to assign a value for this information? the right to claim 
a portion of the value of the sale? the right to limit the lifetime of the information with 
the third party after the sale? the right to demand the disposal of the information by the 
third party? The “New-World” view would answer these questions with a “No” contrary 
to the individual desires… 
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I think that what the enterprise does with their lawfully collected and retained private 
information is likely to have very few limitations for the individual to exercise. That would 
probably be the “New-World” view.  

Significant work is required to transform antiquated “old-world” intellectual property laws and 
treaty to compromise with implicit “New-World” passive-aggressive behavior and practices of 
other economies and to mold the emerging “New-World” concepts of privacy rationally.  

 

6) Investors, enterprises and consumers must pay the Government for the benefits they 
derive from the Government. 

Taxes – there is no free lunch…Taxes shape social policy, economic policy, science policy, and 
on and on. Today, every entity – business and consumer alike pays income tax on taxable 
income and capital gains tax on taxable capital gains. There are a multitude of taxes in addition 
to income tax and capital gains tax: sales tax, gasoline tax, real estate tax, luxury tax, hotel tax, 
ad valorem tax, value-added tax, and more. When a Federal, state or local entity requires public 
revenue, there is a draw on current tax revenues, or a new tax on something is imposed. This is 
“old-world” – it is complicated, full of exclusions, deductions and loopholes that serve special 
interests, and makes exceptions for other special interests, and offers opportunities to shelter 
income for the wealthy. As financial burdens rise and the taxable incomes decline for many 
households, about 43% of the population who are required to file a Federal tax form or about 
65 million taxpayers in 2009 paid no Federal income tax, and many of those “taxpayers” 
received credit payments instead after filing their tax forms. Clearly, the tax system is in need of 
radical reform.   

The prevailing tax rate for the top 1% may be capped for many at the advantageous capital 
gains rate instead of the progressive individual tax rate today. This circumstance is good for 
those at the top, but unfavorable in general for this “old-world” economy in the US.  

The new world demands a simpler and less burdensome system for assessing and collecting 
Federal taxes that is equitable and straight forward for all taxpaying entities. The taxpayer 
should pay the government for the Government services and benefits that the entity consumes. 
The following simple concepts should define the basis of a “New-World” tax code: 

Investors, enterprises and consumers pay a Federal profit tax on investment gains. The 
profit tax is applied to all foreign investment gains by US taxpaying entities that are 
repatriated back to the US and to all US investment gains by foreign taxpaying entities 
that are expatriated out from the US.  

Profit taxes paid on investment gains are paid directly by Trustees (financial 
institutions); reports that substantiate the taxes are to be filed with the Government 
automatically and electronically by the Trustees on behalf of their individual clients.  

Enterprises pay a Federal profit tax on the proceeds of the sale of all goods and services 
less associated expenses for all US operations. US enterprises pay a profit tax on 
repatriated profits from foreign operations, and foreign enterprises pay a profit tax on 
expatriated profits from domestic US operations. US enterprises may not account for 
foreign taxes paid in the repatriated profit calculations from foreign operations.  

Profit tax rates are uniform for every taxpaying entity earning gains and profits.  
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Consumers pay a Federal consumption tax on discretionary purchases – on every good 
and service purchase that is not essential to live; primary shelter, food, healthcare and 
medicines and energy expenses for the household are examples of untaxed essential 
consumer expenses. A consumption tax is applied to all outflows of US monies and 
financial instruments to foreign economies by individual consumers with a US domicile.  

Consumption tax rates may vary according to the type of expense; for example, gasoline 
taxes are more substantial than entertainment taxes because of the substantial nature of 
roadway expenses. Consumption taxes are collected at the point of sale, and will require 
no form filing by taxpayers.  

All consumers who can afford to must pay insurance premiums for health care (such as 
Medicare) and annuity premiums for future financial security (such as Social Security). 
As these are social systems, payments into the systems are calculated on the individual’s 
ability to pay out of discretionary funds without a cap. As these are social systems, the 
benefits paid are contingent on the need.  And as there is an implicit guarantee of future 
payments out of the systems, they must be diligently cost-controlled and secured.  

 

7) The workforce must be adequately and suitably skilled and continuously trained. 

Education is the real investment in the future economy. The workforce must be well educated. 
The economy will naturally shed an under-skilled workforce and seek better skilled labor from 
other economies. 

What do the Scandinavians, the Asians and the Canadians know that we don't about public 
education? How many US families can afford to send their children to a quality university 
today without incurring enormous debt? It is no wonder that companies find it more and more 
difficult to locate skilled workers here in the US – more and more, they live in other countries! 
This isn't “old-world” – this is just an enormous problem. It hampers economic progress here at 
home, and it has grave long-term consequences. 

The final "grand" mission of the government in its role with the economy is: 

Educate every child “to their greatest potential”.  

Insure that the workforce is adequately trained and continuously retrained in the 
education systems and retained productively in the economy for the long term. 

 

Is Less Government Better? 

I have wondered this for decades: "Is less governmental participation in the economy better 
than more?" Like the three bowls of porridge, the challenge is to find the bowl that is "just 
right." The lawless tendency of opportunists in the “Wild West” demanded a host of new laws 
and measures to enforce those laws. Things haven't changed, really. The irresponsible risk 
taking that created the mortgage debt crisis is a good example of reckless speculation and 
profiteering and how it is harmful – the "Wild West" has simply been recast in the modern-day 
world. It is clear to me that there is a mandatory economic regulatory and management role for 
the Government to play in the “New-World”. In this sense, more is better – but it must be a 
much more wisely crafted role for the Government than currently exists today.  


