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BACKGROUND

The strength and well-being of the American econo-
my is tied to that of the global economy. For the United
States to advance its long-standing interest in an open
world trading system, it must provide the leadership nec-
essary to reduce trade barriers around the world. But for
the past seven years, the executive branch has lacked
Trade Promotion Authority, leading the process of open-
ing trading markets to stall. The costs of inaction are
mounting: significant trade barriers hampering U.S.
exports remain, the commercial disadvantage of the
United States is growing as countries around the world
conclude trade agreements without us, and the most
powerful force for economic development in poorer
nations remains underutilized. 

TRADE IS GOOD FOR THE AMERICAN ECONOMY

Over the last few decades, international trade has
become an integral part of the U.S. economy.
International trade brings enormous benefits to the
United States and to the rest of the world. Trade between
countries is mutually beneficial in the same way that a
voluntary transaction between individuals makes both
parties better off. Most of us do not produce for ourselves
even a fraction of the goods we consume; instead, we
“export” the goods and services that we produce with our
own labor and “import” the goods and services that we
wish to consume. This division of labor enables us to
enjoy a higher standard of living than would be possible
if we tried to produce everything for ourselves. 

Trade between nations is the international extension
of this division of labor. Trade is a two-way street. The
United States exports some of the goods and services it
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produces in exchange for imports of the goods and ser-
vices produced by other countries. The United States, for
example, specializes in the production of aircraft, indus-
trial machinery, and agricultural commodities (particu-
larly corn, soybeans, and wheat). In exchange for exports
of these products, the United States purchases, among
other things, coffee, crude oil, automobiles, and shoes.1

Both exports and imports are beneficial and help make
the United States a richer and more efficient economy. 

The Benefit of Exports

When foreign markets are open to the United States,
American workers have another market in which they
can sell the goods and services that they produce. The
United States exported over $1 trillion in goods and ser-
vices in 2001—10 percent of our gross domestic product
(GDP).2 Over 12 million American jobs are supported by
exports3 (see Figure 1). Opening foreign markets for U.S.
producers allows them to expand their output and hire
more American workers. 

The health of many sectors of the American economy
depends upon trade. America’s farmers, for example, rely
on sales to foreign markets. Key manufacturing industries
also depend upon foreign markets. The aerospace indus-
try exports over 40 percent of its output, while the chem-
ical industry exports nearly 20 percent.4 Even the service
sector increasingly looks to foreign markets for its expan-
sion. Service exports, which include sales of insurance,
financial, educational, and telecommunications services,
are among the most rapidly increasing part of U.S. trade,
reaching nearly $314 billion in 2001.5

The opportunity to sell goods in the competitive inter-
national marketplace provides incentives and rewards for
domestic firms that raise their productivity. Studies have
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shown that exporting plants have 4–18 percent higher total
factor productivity than comparable non-exporting plants.6

Expanding trade provides greater markets for the most effi-
cient producers, thereby helping to improve domestic pro-
ductivity performance and raise living standards.

The Benefit of Imports

One benefit of imports is that they give businesses and
consumers access to types of goods that may not be pro-
duced in the United States, as well as inputs that are nec-
essary for domestic production. Imports of specialized
equipment help American businesses acquire world-class
technologies, enabling them to compete on an equal foot-
ing with foreign competitors who already have access to
those technologies. Over 25 percent of U.S. imports are
non-automotive capital goods: machinery, equipment,
instruments, parts, and various other components.7 And
daily staples of American households, such as coffee, tea,
and certain tropical fruits, are imported because the Unit-
ed States does not produce many of the world’s available
varieties. Imports bring about lower prices for consumers
on a number of everyday goods, such as food and clothing.
These lower prices increase the purchasing power of every
consumer dollar spent, again raising living standards.

Trade Promotes Good Jobs

The expansion of trade raises the average income of
the American worker. This is because wages in import-
competing industries are well below average, whereas
wages in exporting industries are well above average. The
United States tends to export more skill-intensive manu-
factured products, such as aircraft, construction machin-
ery, engines and turbines, and industrial chemicals.8

Average hourly earnings in the aircraft industry were 56

percent above the average in manufacturing, for example,
and were 21 percent higher in the pharmaceutical indus-
try.9 In addition, one study found that in 1992, blue-collar
workers in the average exporting plant earned 13 percent
higher wages than those in the average non-exporting
plant (see Figure 2). For white-collar workers, the premi-
um was 18 percent (see Figure 3).10

Exports and imports generate major benefits for the
economy, but imports often raise concerns about worker
displacement. Yet the decisions of U.S. producers to
switch to imported supplies are responsible only for a frac-
tion of job displacements in any given year—1.9 percent
of the non-seasonal layoffs in the United States in the
third quarter of 2001.11

The flip side of workers who may be displaced due to
increased imports is the expansion of workers who owe their
jobs to exports. Indeed, trade should be viewed as a mecha-
nism that shifts jobs, displacing import-competing positions
but often increasing opportunities in export-competing sec-
tors.12 Trade will not only be likely to secure the 12 million
jobs already linked to exports,13 but could also enhance the
employment opportunities of others. 

Workers who are displaced from their jobs due to
imports are given special financial assistance by the feder-
al government to smooth their transition to new jobs.
These programs help ease the effects of economic change
to workers by providing additional financial assistance to
them as well as worker retraining opportunities. 

Imposing trade restrictions in an effort to save the jobs
of workers displaced by imports will only destroy jobs in
other sectors of the economy. If government trade barri-
ers hinder access to imported capital goods, then domes-
tic firms purchasing those inputs will be forced to operate
with higher costs of production. This adversely affects
their competitive position vis-a-vis foreign rivals who
have free access to such capital goods. Domestic produc-
ers may lose sales, forcing them to downsize their work-
force or even to shift production abroad where the inputs
are freely available. 

Trade Agreements Are 
Good for the American Economy

As the world’s largest exporter and one of the most
open countries in the world, the United States stands to
gain from removing barriers to trade in goods and services.
The United States has indeed benefited tremendously
from recent trade agreements. For example, the 1993
Uruguay Round of the General Agreement on Tariffs and
Trade (GATT), upon full implementation, has been esti-
mated to imply a per-year income gain of between
$600–$800 for the average household of four.14

Unfortunately, the process of dismantling trade barriers
and updating trade rules had, until recently, stalled. Nearly
a decade has passed since the Uruguay Round, the most

Figure 1 U.S. Jobs Supported by Goods
and Services Exports
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recent set of trade negotiations to be completed. There are
many reasons why the pace of trade liberalization has
slowed in the United States; one is that trade negotiations
have been made more difficult because our trading partners
recognize that approval of trade agreements may involve
renegotiating terms with the U.S. Congress. 

This is one reason why Trade Promotion Authority is
an urgent priority. Trade Promotion Authority involves
the promise by the Congress that it will give thorough, yet
expedited, consideration to any trade agreement reached
by the U.S. president, and that it will not amend any
agreement submitted by the president. Note that the
Congress must give its consent to any agreement reached
by the executive branch before it is implemented, and
retains the option to reject an agreement it finds unac-
ceptable. Trade Promotion Authority, however, is essen-
tial to convince our trade partners that the United States
is serious about the negotiations and that U.S. negotiators
have the support of the Congress.

Trade Promotion Authority will facilitate upcoming
negotiations that promise to benefit the United States sig-
nificantly. For example, the United States helped to
launch a new multilateral trade negotiating work program
at the World Trade Organization ministerial meeting in
November, 2001. Because the multilateral negotiations
promise to reduce barriers to U.S. trade around the entire
world, the potential gains from a new trade round are size-
able. One study finds that if a new trade round reduces world
barriers on agricultural and industrial products and on trade in
services by one-third, the gains to the United States could
amount to $177 billion annually, or about $2,500 for the aver-
age American family of four.15 While there are many factors
related to the successful completion of the work program,
the prospects would improve with a clear signal from the
Congress that it supports Trade Promotion Authority.

A lack of leadership in promoting free trade around
the world carries a high price for the United States. 

■ First, many foreign barriers to U.S. exports remain
in place. These barriers deny us access to foreign markets.
U.S. producers face extremely high tariffs in many devel-
oping countries. Many of our trading partners, including
the European Union (EU) and Japan, maintain high bar-
riers on agricultural goods. The United States also faces
discriminatory regulations in many countries. These
obstacles must be tackled in future trade negotiations.

■ Second, while the United States is deciding
whether to pursue further trade agreements, other
countries have moved ahead with their own. The EU
has proceeded with bilateral and regional negotiations that
reduce tariffs on their products but not on those produced
in the United States.16 Since 1990, the EU has reached
trade agreements with 20 countries, including Mexico,
South Africa, and Morocco.17 The EU is actively involved

Figure 3 Wages of White-Collar Workers
in Average Exporting and Non-
Exporting Plants in 1992
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Figure 2 Wages of Blue-Collar Workers
in Average Exporting and Non-
Exporting Plants in 1992
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in other negotiations that, if concluded, would give EU
producers preferential access to those foreign markets. This
access could undercut U.S. exports to those markets. The
damage to American interests from exclusion from foreign
trade agreements is not just confined to discriminatory tar-
iff treatment in these areas. Most trade agreements include
provisions dealing with trade in services, product stan-
dards, regulatory treatment, and investment provisions.
Trade agreements that do not include the United States
can result in discriminatory regulations and unfavorable
standards for American business and workers. 

■ Third, new areas of commerce are emerging in
which the United States has a productive advantage,
including trade in services, telecommunications, e-
commerce, etc. Unless global rules are written ensuring
that foreign markets remain open, the United States will
find that other countries could restrict access through
special taxes and arbitrary and discriminatory regulations.
The United States must begin to negotiate now to pre-
vent the use of taxes and regulations that harm our com-
mercial interests. 

■ Fourth, the costs of not participating in ongoing
world trade negotiations means that U.S. exports will
face increasing discrimination in foreign markets.
When U.S. firms labor under disadvantageous tax treat-
ment in foreign markets, it translates into lost sales for
American firms. This clearly harms America’s commer-
cial interests.

CONCLUSION

Active promotion of trade by the United States serves
our commercial, foreign policy, and security interests.
Expanding trade helps the American economy become
more productive and competitive and grow more rapidly.
Expanding trade generates economic opportunities in
other countries, creating a climate for economic and polit-
ical freedom. 

Other countries will continue to actively promote their
commercial interests, even if the United States remains on
the sidelines. If we remain a spectator, the United States
will begin to lose its influence in the world and its influ-
ence over future rules governing world trade. Not only will
formidable barriers to U.S. exports remain in place, but the
United States will face an international economic envi-
ronment that increasingly discriminates against it. It is
time to give trade negotiations a better chance for success
by enacting Trade Promotion Authority. ❖
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