Prosperity Undermined

The Status QuoTradeMo d el 0 s
21-Year Record of Massive U.S. Trade Deficits,
Job Loss and Wage Suppression

o

www.tradewatch.org

August2015

PublicCi t i zends GI|I obal Tr a



PublishedAugust20l5by Publ i c Citizends Gl obal Trade Watch

Public Citizen is a national, nonprofit consumer advocacy organization that serves as the people's voice in the

nation's capital. Since our founding in 1971, we have delved into an array of areas, but our work on each issue

shares an overarching goal: Togure that all citizens are represented in the halls of power. For four decades, we

have proudly championed citizen interests before Congress, the executive branch agencies and the courts. We have
successfully challenged the abusive practices of the pleautieal, nuclear and automobile industries, and many

others. We are leading the charge against undemocratic trade agreements that advance the interests of mega
corporations at the expense of citizens worldwide. As the federal government wrestlesigétlissties fallout

from the global economic crisis, health care reform, climate change and so much RFuskc Citizen is needed

now more than ever. We are the countervailing force to corporate power. We fight on behalf of all Amédcans

make surg/our government works for you. We have five policy groups: our Congress Watch division, the Energy
Program, Global Trade Watch, the Health Research Group and our Litigation Group. Public Citizen is a nonprofit
organization that does not participate in fiaan political activities or endorse any candidates for elected office. We
accept no government or corporate moneye rely solely on foundation grants, publication sales and support from

our 300,000 members. Visit our web pagemaiv.citizen.org For more i nformation on Pul
globalization work, visit the homwewtadewatchdrg Publ i c Ci ti

Acknowledgments: This report was written by Ben Beachy. Thahksi #&/allachfor comments. Errors and
omissions are the responsibility of the author.

Additional copies of this document are available from:

Public Citizenbs Gl obal Trade Watch
215 Pennsylania Ave SE, Washington, DC 20003

(202) 5464996

Ot her Recent Titles by Public Citizenobds GlI

Failed Trade Policy and Immigration: Cause and Effect (August 2015)

Only One of 44 Attempts to Use t hed RoJicating tBeeWiTOr a | Exc
Exception Construct Will Not Provide for an Effective TPP General Exception (August 2015)

TISA Leak Reveals 10 Key Threats to Commonsense Financial Regulations (July 2015)

U.S. Polling Shows Strong Opposition to More of the Same T#agle Deals from Independents, Republicans and
Democrats Alike (July 2015)

Korea, Colombia and Panama FTA Outcomes: U.S. Exports to Korea Are Down, Imports from Korea Are Up,
Col ombi-d6soAnst Violence and Panamadd®) Tax Haven

Table of Foreign Investe8t at e Cases and Claims under JMARIPA and O
Dealmaking Leads to Broken Promises and Lost Elections: Lessons from Past Trade Votes (June 2015)

Setting the Record Straight: Debunking Ten Commefenses of Controversial Invest®tate Corporate Privileges
(May 2015)

Myth v. Fact on the 2015 HatdRyan Fast Track Bill (April 2015)

Analysis: Hatch Bill Would Revive Controversial 2002 Fast Track Mechanism that Faces Broad Congressional,
PublicOpposition (April 2015)

Analysis of the Leaked TrafZacific Partnership Investment Text (March 2015)

NAFTAO6s Legacy for Mexico: Economic Displacement,
(January 2015)

Trade Agreements Cannot be Allowed to UndasrFinancial Reregulation (January 2015)

TPP Government Procurement Negotiations: Buy American Policy Banned, a Net Loss for the United States
(January 2015)


http://www.citizen.org/
http://www.tradewatch.org/

Contents

Introduction 1
Executive Summary 2
Trade DeficitsSurge GoodU.S. Jobs Destroyed 2
U.S. Wages Stagnate, Despite Doubled Worker Productivity 4
U.S.Income Inequality Increases 6
Smal | Businessesd Exports and Export Shares De 8
Job-Displacing Trade Deficits Surgeunder FTAs 8
AHIi gher Standardso Have Failed to Alter FTA Le 9
Corporate FTA Boosters Use Errant Methods to Claim Higher Exports under FTAs 10
Millions of U.S.Jobs Lostunder Status QuoTrade Deals 11
Burgeoning Job Losses under NAFTtAe WTO and the Korea FTA 11
Offshoring ofU.S. Jobs Is Moving Rapidly Up the Income and Skills Ladder 12
Buy American Banned: Mord.S.Jobs Lost as Tax Dollars Are Offshored 12
NAFTA in Depth: Two Decades of Losses fd1S. Workers 13
Studies Reveal Consensus: Trade Flows during “Fre 16
Status Quo Trade Deals Increase Inequality by Depressing Midaés Wages 17
Pro-FTA Think Tank: Trade Responsible for@®f Inequality Growth 18
Recent StudieRevealRising Impact of Trade on U.S. Income Inequality 19
TPRSpurred Inequality Increase Would Mean a Pay Cut for 90% of Workers 21
Agricultural Exports Lag under Trade Deals, Belying Empty Promises Recycled fahe TPP 22
Falling Exports, Rising Trade Deficits in Key U.S. Crops under Status Quo Trade Deals 24
Three Years of Korea FTA Show Failure of Obama’s 26
Data Omissions and Distortions Cannot Hide Bleak Korea FTA Outcomes 27
U.S. SmallBusinessesiave Endured Sl ow and Declining Exports 28
Unpacking Data Tricks Used to Hide JobDisplacing Trade Deficits under U.SFTAs 29
Conclusion 32
Annex: Fact-Checking Corporate and Obama Administration Trade Data Distortions 32
Endnotes 36




Public Citizen Prosperity Undermined

Introduction

Pollingand congressional trade agreement voting records over thisvpattcadeshow a steady
erosion of what had been bipartisan support for trade agreehfeuits.showthe U.S. publisuppors

the concept of trade expansibhut oppossthestatus qudrademodel® The actuatesultsof trade

pacts since the controversial NoAmerican Free Trade Agreement (NAFTA) have fueled this trend.

Over?21 yearsa series of &rde agreements not oriipvefailed to 5 )

meet theicorporatta nd pol i ti cal backers fTheUnited Stateshay mi s e
creation? but insteachavecontributed taunprecedented and a $178billion goods
unsustainable trade deficishe net loss of nearly 5 million U.S. trade deficit with its 20
manufacturing jodsandmore tharb5,000 factorieg the offshoring of free trade agreement
higherwage service sector joBslat median wages despite significar (FTA) partners The
productivity gaind and the worst U.S. income inequality in the last : g P .

century’® Even for U.S. agricultureg sectorthat consistently has beer JOb'd'Sp_IajC'n_g U.S.
promised gains frortrade pactsy).S. food exports have stagnated  trade deficit with FTA
while U.S. food imports havgurgedunderNAFTA-style deals? partners has surged
Giventhatthe TransPacific PartnershipIlPP) pact now under 427 percensince the
negotiation replicates and expands on the same model, opposition pacts t o®k
Congress andmong the public is deep and brdad

~ . The United States haspa78 billion goods trade deficiwith its
. fThree of every flve. 20free trade agreeme(fTA) partners- The jobdisplacing
displaced manUfaCtu”_ng U.S. trade deficit with FTA partners has surged 427 percent
workers who were rehired since the pacts took effect, as imports have ballooned and
in 2014 took home smaller exports to FTA partnemctuallyhave lagged behind exports to
paychecks, and oni three the rest of the world* Even eliminating tradin fossi fuels, the
lostmorethan 20 percent, United Stateshasa mor% thar$92 billion trad(_a deficit with its
according to U.S NAFTA partners aloné’ In contrast, the United States had a
"' small surplus wittMexico and a $30 billion deficit with Canada
Department of Labor dat&.  pefore NAFTALS A 2011 studyfoundthat the ballooning trade
deficit with Mexico alone under NAFTA resulted in thetloss
of about 700,000 U.S. joBdandmore tharB50,000 specific U.S. jobs have been certified as NAFTA
casualtiesinder just one narrow U.S. Department of Labor progrdlacc@rade Adjustment
AssistancdTAA).*® The U.S. trade deficit with China has grown frofri $billion in 2001, when
China joinedhe World Trade OrganizatigiWwTO) with U.S. congressional approves, $350 billion
today™® spurring an estimate®i2 million U.S.job losse€® U.S. manufacturing workemsho lose jobs
to trade and find reemployment are typically forced to take payTutse of every five displaced
manufacturing workers who were rehired in 2014 took home smaller paychadksnen threelost
morethan 20 percent, accordingtbS. Department of Labodata®*
Economists across the political spectrum agheetrade flows during NEconomists across the
the era oFTAs have contributed to rising U.S. income inequality, political spectrum
from Nobel laureate Paul Krugnfarno International Monetary Fund ag_ree that trade flows
economist€® The only debate is the extent of the blame to be place during the era ofFTAs

on trade. Even the pidAFTA Peterson Institute for International havecontributed to
Economics has estimated that 39 percent of observed growth in U. rising U.S. income
wage inequality is atbutable to trade trend. inequalityé o
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Under the most recennhajor FTA T a 2012 deal with Kore#hat literally served as the U.S. opening

offer for the TPP negotiation$ the U.S.trade deficit with Koreaballooned90 percentin just the

first threeyears® Thatequates to the loss ahother90,000:plusU.S.jobs, counting both exports and
imports,according to theatio the Obamaadministratiorusedto claim the pact would create joffs.

The trade deficisurgeint he FTAGs first three year dgeclwmans dri v
U.S. goods exports to Koraad an 18 percent ($10.6 billion) increase in goods imports from Kbrea.
Despite promises thatnall businesses would be major winnaemglersuch deks, small U.S. firms

have endured an even steegr@pin exports to Korea than large firmader the Korea FTA® The

Obama administration harscited evenmore congressional oppositfomy trying to dissemble these
disastrous outcomes wittboked dat&”

In the face of the relentless evidence thatstaius qudrade agreement model is not workittyg
Obama administration ha®ubled down on the old model with the TBBut the push for more of

the same trade policy has hit a wall of opposition froenlargest, most diverse coalition to ever
oppose a U.S. trade defleled by the twalecade legacy of tEPP6s pred&cessor pa

Executive Summary

Trade Deficits Surge, GoodU.S.Jobs Destroyed

o U.S. trade deficits have surged under the status quoade policy model, costing U.S. jobs and
diminishing U.S. economic growth Since establishment of NAFTA and the WTO, the U.S. goods
trade deficit has more than quadrupled, fraza8o i | | i on (i n t9b/dilbogp©am dol | e
increase from two peent to more than five percent of national incoth8tandard
macroeconomics shows that a burgeoning U.S. trade deficit costs U.S. jobs and puts a damper on
U.S. economic growth when the U.S. economy is not at full employment (as it has not been since
the2007-2008 financial crisisj* In addition, economists from Federal Reserve officials to Nobel
laureate$ widely agredhat this huge trade deficit is unsustainable: unless the United States
implements policies to shrink it, the U.S. and global econoaregxposed to risk of crisis and
instability > Status quo trade policy hasly exacerbatethese problemshe aggregate U.S.
goodstrade deficit with the 20 U.S. FTA partners is nd¥78 billioni morethan five times as
high as before the deals wenta effectSinceChi na entered the WTO with
2001, the U.S. goods tradeeficit with China hasurgedfrom $112billion to $350 billion®® And
in the firstthreeyears of th&012FTA with Korea,the U.S. template for the TP#e U.S. goods
trade deficit with Koreawelled90 percenasU.S. exports to Korea fedind importdallooned®’

The 90 percertrade deficiincreasaunder theK o r e a fiFsflthke@ gearstarkly contrasts with
the 2 percendecreasen the global U.S. goods trade defiditring the same peridd.

o U.S. agricultural exports are lagging under U.S. trade deals while agricultural imports are
surging, belying empty promises used to sell the deals to farmers and ranchekAFTA and
WTO supporters toldJ.S.farmers that the pacts would increase exports and thus provide a new
path for struggling farmers to succeed economicalBut data from the U.S. Department of
Agriculture show thathe volume olJ.S. food exports tall FTA patners hasisen just 1 percent
since 2008 while rising 24 percent to the rest of the wilid the first three years of the 2012
Korea FTA, total U.S. agricultural exports to Koreavefallen5 percent, while rising 4 percent to
the rest of the world* Meanwhile, agricultural imports from FTA countries have surgie@014,
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the 20 U.S. FTA partners were the source of 71 percent of all U.S. food imports, but were the
destination of just 35 percent of all U.S. food exp(stsvolume)*? Due to stagnant 8. food

exports to FTA countries and a surge in food imports from those countries, the U.S. food trade
balancewith FTA countries has fallen 13 percent since 2011, the year before the most recent FTAs
took effect. In contrast, the U.S. food trade surpliil the rest of the world hasen23 percent

since 20112 The disparity owes in part to the fact thae 1.S. agricultural trade balance with

NAFTA partners has fallen from a $2.5 billion tragieplusin the year before NAFTA to a $1.1

billion tradedeficit in 20147 the largest NAFTA agricultural trade deficit to dAt&mallerscale

U.S. family farms have been hardest hitslogh unbalanced agricultural trade undiesls like

NAFTA and the WTONearly 180,000 small U.S. family farmi one out of 10 have gone under

since NAFTA and the WTO took effettStatus quo U.S. trade polieysoposes serious risks to

food safey, as our current trade agreements both increase ingratteet limits on the safety

standards and inspection rates for imported f8®W¢TO and NAFTA required the United States

to replace its longtanding requirement that only meat and poultry meeting U.S. safety standards
could be imported. Under this standasdly meat from plants specifically approved bysU

Department ofAgricultureinspectors could be imported. But WTO and NAFTANd the FTAs

that followedi required the United States to accept meat and poultry from all facilities in a trade
partnercoumty i f that countryds system was found tc
food safety requirements, such as continuous inspection or the use of government (not-company
paid) inspectors, were not miét.

o Nearly 5million U.S.manufacturing jobs —oneout of four —have been lostn the era of
NAFTA, the WTO and NAFTA expansion deals® The U.S. manufacturing sector has long been
a source of innovation, productivity, growth and good fStBy 2014 the United States had just
12 million manufacturing jobs leftvith less thar® percent of theéJ).S.workforce in manufacturing
for the first time in modern history.The U.S. Department of Labor lists millions of workers as
losing jobs to trade since NAFTA atite WTO wereestablished and that is under just one
narrow program that excludes many whose job loss is-tedded>* The Economic Policy
Institute (EP1) estimates that thigallooning trade deficit with Mexico alone under NAFTA resulted
in thenetloss of about 700,000 U.S. jobg 2010 % and thathe massive increase in the U.S.
China trade deficitsincEhi nadés entry into the WTO has cost
including 2.4 million manufacturing jobs In addition,the 90 percerincreasen the U.S goods
trade deficit with Korea in the first three years of the Korea Ef@ates to the loss of more than
90,000U.S.jobs, counting both exports and imports, according to the-jododeratio that the
Obama administration used to project gainsfrom the deh> Analysts and policymakers of
diverse political stripes believe that the rebuilding of the manufacturing sector is impotta8t to
security and economic welleing®> Somearguethat technologyelated efficiencygainsalso spur
U.S. manufacturing job logs attempt to diminish the role efade policy>® But an oft-cited 2013
National Bureau of Economic Research stadythe job impactsf both technology and trade
foundino net empl oyment decl fromdaa®0 t6 200ivhiletfireliagan ol o g |
strong correlation between increasing import competitionfrom Ghinad A si gni fi cant
employment, particularly in manufacturing and among-calfege workers®’ In any case,
Congress actually has a say over trade poihy would we not push for a new trade policy that
fosters rather than erodes our manufacturing base?

o Offshoring of U.S.jobs is moving rapidly up the income and skills ladderAlan S. Blinder, a
former Federal Reserve vice chairman, Princeton econgroésssor, and NAFTAVTO
supporter, says that one out of every fous.jobs could be offshored in the foreseeable futtire.
In a study Blinder conducted with Alan Krueger, fellow Princeton economist and former Chairman
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of President Ob aoma AdviseS,dhe aconorhistsddund Ehe raost offshorable
industry to be finance, not manufacturing (with information and professional services also showing
high offshoring propensity)’ Indeed, according to their data,S.workers with a fouyear

college degree and with annual salaries above $75,000 are those most vulnerable to having their
jobs offshored, meanirttye United Statesould see its best remaining jobs movaigoad™

o Devastation ofU.S.manufacturing is eroding the tax base that supports U.S. schools,
hospitals and the construction of such facilities, highways and other essential infrastructure.
The erosion of manufacturing employment means there are fewer firms arfghidleNorkers to
contribute to local tabases. Research shows that a broader manufacturing base contributes to a
wider local tax base and offering of social servitwlith the loss of manufacturing, tax revenue
that could have expanded social services or funded local infrastructure prejedechined?
while displaced workersave turnedo welfare programs that are exshrinking®® This has
resulted in the virtual collapse of some local governm¥msilding trade and construction
workers have also been directly hit both by shrinking gawent funds for infrastructure projects
and declining demand for maintenance of manufacturing firms. Meanwiole,of-the-same
trade agreements could also undernuueaccess to essential servicgwen that thegontain
provisions that limit the paties federal and state governments wseto regulate service sectdts.

o TheWTO, NAFTA and NAFTA expansion agreements ban Buy Americapreferencesand
forbid federal and many state governments from requiring that U.S. workers perform the
jobs created bythe outsourcing of government workfi A notfif shori ngo and Buy
requirements, which reinvest our tax dollars in our local communities to create jobs here, are
prohibitedunderNAFTA-stylet r ade agr e e me nt ¥bhesp rlesequire gaedi Nt r u
firms operating in trad@act partner countries be treated as if they were domestic firms when
bidding on U.S. government contracts to supply goods or sef/iGesnplying with this
requirementneanguttingexisting Buy American or Buy Local pro@ment preferencdbat
requireU.S.taxpayeffundedgovernment purchases to prioritize Urfade goodsyr rules that
require outsourced government waokbe performed by U.S workeBy expanding past trade
deal sd procur ement prensotefurthes offshoringsof ourttax dollafP P wo u |
Tradepac® | i mi t s on dopoleisstoulcdalsesulpect prevailingwage laivs
ensuring fair wages for nesffshorable construction woitkto challenge in foreign tribunafs.

U.S. Wages Stagnaté)espite DoubledWorker Productivity

o U.S.middle-classwageshave remainedflat in real terms sincethe 1970s even adJ.S.worker
productivity hasdoubled.In 197, themedianweeklywage forU.S.wor ker s i n todayd¢
wasabout$749. In 2014, it had increased just four dollar$@b3per week Over the same period,

U.S. workersd pYEcdwmomtniwittsy ndoow bMiedde.l y name fir
trade opennessoO as a key e xqgWwamestotkeeppacefwithr t he
productivity, as noted in recent Federal Reserve Bank resédtekn economists who defend

statusquo trade policies attribute much ofthewgge oduct i vi ty di sconnect
ar bi thatallpwsdnultinational fins to continually offshorbs to lowerwage countrie$?

o Trade agreementforeign investor privileges promote offshoring of production from the
United States to lowwage nations.Trade competitiomas traditionally com&om imports of
products made by foreign companies operating
agreementalsocontainextraordinaryforeigninvestor privileges that reduce many of the risks and
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costs associated with relocating production fraaedoped countries to lowage developing
countriesDue in part to such offshoring incentiyesany imports now entering the United States

come from companies originally located in the United States and other wealthy countries that have
moved productiondlowwa ge countri es. For instance, near|
produced by foreign enterprises, not Chinese fithunderlying this trend is what the Horizon

Proj ect gowihddwatgericdhbetwden the national interests of the UniatelsSind the

interests of many U.S. multinational corporations which, if given their druthers, seem tempted to

of fshore al most ev e%UyStworkersgffettively arenowm competing ima n . O
globalized | abor mar k erkersedindessethars 1@ oeats peoféur. nat i o

o Manufacturing workers displaced by trade have taken significant pay cutS.rade affects the
compositiorof jobs available in an econonfs mentioned, trade deficits also inhibit the overall
numberof jobs available when the economy is not at full employment. But even when
unemployment is low and tleverallquantityof jobs is largely stable, trade policy impacts the
quality of jobs availableln the two decades of NAFT-Atyle deals,leUnited Stées has lost
higherpayingmanufacturing jobgven in years wheamnemployment has remained loas hew
lower-paying service sector jobs have been cre&t@te result has been downward pressure on
U.S. middleclass wagesA recentNational Bureau of EconomResearclstudy concludes,
foffshoring to low wage countries and imports [are] both associated with wage declines for US.Witeepresent
evidence that globalization has led to the reallocation of workers away from high wage
manufacturing jobs intother sectorand other occupations, with large declines in wages among
wor ker s wh’bindsedy Bcordifgt® the U.S. Bureau of Labor Statistics, about three out
of every five displaced manufacturing workers who were rehired in 2014 experienced a wag
reduction. About one out of every three displaced manufacturing workers took a pay cut of greater
than 20 percerl€ For themedianmanufacturing worker earning more tha88$00 per year, this
meant an annual loss of at lea%6H0."

o Tradepolicyholds back wages even of |jEcobosists Hawetknowna n’ t
for more than 70 years thall middle-classworkersi not just manufacturing workersin
developed countries like the United Statesldface downward wage presstrem free tradé®
NAFTA-style deals only exacerbate this inequadipurring effect by creating a selective form of
Afree tr ade 0-professianal wodkers produee white extendingnopoly protections
T the opposite of free tradefor certain multinationalifms (e.g. patent protections for
pharmaceutical corporation)When manufacturingiorkersare displacethy offshoring or
importsand seek new jobs, they add to the supply of U.S. workers available foffebarable,
nonprofessional jobs in hospitalityetail, health care and more. But as increasing numbéisSof
workers, displaced from bettpaying jobs, have joined the glut of workers competing for these
nonoffshorable jobs, real wages have actually been declining in these growing &tturs,
proposals to retod).S. programghatretrain workers who lose their jobs to trade, while welcome,
do not addressiwuch of thempact ofstatus quo U.Srade policies. The damage is not just to those
workers who actually lose jobs, but to the majorityJo®. workers who see their wages stagnate.

0 The bargaining power ofU.S.workers has been eroded by threats of offshorindn the past,
U.S.workers represented by unions were able to bargain for their fair share of economic gains
generated by productiyiincrease&® But theforeigni nvest or pr otfead® i ons i n
agreements, by facilitating the offshoring of production, alter the power dynamic between workers
and their employersNAFTA-style dealdoostf i r ahiftydto suppress o r k requests for
wage increasewith credible threato offshoretheir jobs For instance, a study for the North
American Commission obaborCooperatiori the body established in the labor side agreement of
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NAFTA T showed that after passage of NAFTA, as ma1$2 percent of U.S. union drives faced
employer threats to relocate abroAfter NAFTA took effectthe factory shutlown rate
following successful union certifications tripl&d.

o The current trade model ' s do wihegainsbfapcesete sur e o
cheaper imported goodsmaking mostU.S. workersnet losers.Trade theory states that while
workersmaylose their jobor endure downward wage pressure utdera d e A | jotheyr al i z ¢

alsogainfrom greater access theaper imported goodé/hen the nospartisan Center for

Ecoromic and Policy Resear¢€EPR)applied the actual data to the trade theory, they discovered
that when you compare the lower prices of cheaper goods to the income lost fraragew
competitionunderstatus quo tradgolicies, the tradeelatedwagelosses outweigh the gains in
cheaper goodf®r the majority ofU.S.workers® The CEPR study found thekS. workers without
college degrees {fercent of the workforc&yhave lost an amount equalabout10 percenof

their wages, even after accounting for the benefits of cheaper Yokt means a net loss of

more than $%00 per year for a worker earning the median annual wag8®58$0°®

o Powerful sectors obtainedorotection in NAFTA and WTO -style pacts, raising consumer
prices. While agreements like NAFTA and the WTedntribute to downward pressure on U.S.
wagestheyalso includespecialindustry protectionghat, beyond beingnt i t het i ca&l t o
directly increase the prices of key consumer products, further redwaing k luying power. For
instance, special protections for pharmaceutical companies included in the WTOdrsigmagory
governmentsincluding the U.S. government, to change domésivs so aso providethe
corporationdonger monopoly patent protections for medicifféBhe University of Minnesota
found that extending U.S. monopoly patent terms by three years as required by the WTO increased
the priceghat U.S. consumepsaid for melicine bymorethar 8. 7 bi |l 1 i on®in t oda
That figure only covers medicines that were under patent in 1994 (when WTO membership was
approved by Congress), so the total cost to us today is much higher.

U.S.Income Inequality Increases

o The inequality betweenthe rich and the rest of usin the United Stateshas jumped to levels
not seen since th@re-depression 1920sThe richest 10 percent the United Stateare now
taking half of the economic pie, while the top 1 percent is taking ithan one fifth. Wealthy
individual s6 share of national income was st a
butstarted increasing in thearly 1980s, and then shot up even faster in the era of NAFTA, the
WTO and NAFTA expansion pactstom 1981 until the establishment of NAFTA and the WTO,
the income share of the richest 10 percent increased 1.3 percent each year. Irsthgdass of
NAFTA and the WTQthis inequality increasete doubled, with the top 10 percent gaining 2.6
percentmore of the natiolancome share each yedrom 1931 through 2000)Sincethen the
incomedisparityhas increased even furttiéils there a connection to trade policy?

o Longstanding economic theory states that trade wilikely increase income inequaty in
developed countriedike the United States As competition with lowwage labor abroad puts
downward pressure on midebtass wagewhile boosting the profits of multinational firms, the
gap between the rich amgeryone elswidens.In the 1990s gpate of economic studies put the
theory to the test, resulting in an academic consensus that trade flows had indeed contributed to
rising U.S. income inequalif# Theprofi f r ee tr ade o Pletdarnatiosalon | nst i t L
Economicsfor example, found th&9 percent of the increase in U.S. wage inequality was
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attributable to U.S. trade flowsIn 2013, when EPI updated an-ofted 1990s model estimate of
tradeds i mpact on U.S. income inequality, it
assumptiongrade with lowwage countrig played a much larger role in spurring U.S. income
inequality in the last two decades. EPI found thede flows according to thevell-knownmodel,
accounted foB3 percenbf theincrease in U.S. income inequalitpm 19%-20117 an era

marked by thestablishmenof NAFTA, the WTO and NAFTA expansion pacfsExpressed in

dollar terms, EPéstimatdt hat t r a d-exdcerbating engactspelled ay$1,761 loss in

wages in 2011 for the average ftithe U.S. worker witbut a college degreg.

o TheTPP s expansion of swoadresdtingayacutstfor al duethepichést c y
10 percent of U.S. workersin 2013 €onomists aCEPRdug into the results of a study done by
the preTPPPeterson Institute fdnternational Economics thadespite using overoptimistic
assumptiongprojectecthe TPP would result in tiny economic gaink025.CEPR assessed
whether those projected gains would counterbalance increased downward pressure eclas&ldle
wages fromhe TPP applying the empirical evidence on how recent trade flows have contributed
to growing U.S. income inequalitiEvenwith the mostonservative estimafeom the economic
literatureo f  tsrcantdbritéon to inequalitfthat trade is responsible fiust 10 percent of the
recent rise inncomeinequality),they found thathe losses from projected TRPoduced
inequality would wipe out the tiny projected gains for the medi&h worker With the stilk
conservative estimatbat trade is responsibler just 15 percent of the recent rise in U.S. income
inequality the CEPR studfound that the TPP woulthean wage losses for all but the richest 10
percent of U.S. worker8.That is, for any workers making less than $80 per year (the current
90th pecentile wage), the TPP would mean a pay’Cut.

o Technological change®r education levels do not fully account folJ.S.wage pressuresSome
have argued that advances in computer technology explain why less technoldi¢ggcatsU.S.
workers have been left behind, asserting that more educéatather than a different trade polity
is howthe United Statewill prosper in the futuré While more education and skills are desirable
for many reasons, these goals alone will not solve the problems of growing inequalitye&énst,
studies indiate that the role of technological progreas been overstatedor exampleFederal
Reserveeonomi st s f oun ihaB013 stadydr thel notorutipaptechnolagical
change explained U.S. workers6é declining shar
i mport competition and offsho’Seandeversollege | eadi
educated workers have seen wage growth staghatl,asn technologically sophisticated fields
like engineeringas offshoring has moved up the income ladeFhus, addressing trade policy,
not only better educatingd.S.workers,is anessential part of tackling rising income inequality.

o Isiteven possible to compensate those losingder status quo trade policy rather than
changethepolicy?To compensate the 0l otheemajprityofJB.om our t
workersfacingdownward wage pressure€EPR finds that the government would have to
annually tax the incomes of the | imited numbe
this sum to middlelass familiesd® In contrast, the main compensating progiaAA i was
allocated less than $2 billion in FY2010, its highest funding year ever. Since then, its funding has
been slashed 67 percefating below$0.7 billion in FY2015.1% The $50 billion needed to
compensate wage losers would thusrmee thar27 times thénighestever level of funding for the
program. Wouldhe tax hike needed to cover such ctstpolitically feasible? Even if so, would
its economic distortions o0utewdtingtgadedeals?pposed e

August 2015 7



Public Citizen Prosperity Undermined

Smal | B u BxportseandsEgpsrt SharesDecline

o U.S. small businesses hawndured lagging exports under NAFTA and falling exports under
the Korea FTA. In effort to sell controversial FTA® Congress and the U.S. publkorporate and
government officialsypically promisethat small businesses would be major winners fifoen
deals But U.S. Census Burealatareveal thasmall firms endured an even steeper decline in
exports to Korea than | ar ge (thelatestavaildmdatahe Kor e
sepaated by firm size)Firmswith fewer than 100 employees saw exports to Korea ddop 1
percent while firms with more than 500 employees saw exports decline 3 pétddaanwhile,
smal | businessesd exporGosthdfdBemalalggleds ume s e NE
all nonNAFTAcountrieswasnearlytwice as highas the growth of their exports MRAFTA
partners Canada and Mexifrom 1996 to 203 (the earliest and latest years of available data

separated by firm siz&9* During the sam&AFTA timeframesmal | fi rmsd export s
Canadgrewl ess t han half as n@9pelcentvs. Ype@mantPAs aresult, ms 6«
Uu.S. small businessesd share of total Uu,S. ex

from 14 to 10 percent. Had U.S. smdifms not lost their share of exports to Canada and Mexico
under NAFTA, they would be exportind 8.6billion more to thoseationstoday°®

0 Most U.S. small and medium businesseato not benefit from NAFTA -style deals.The Obama
administration has claimed that the NAFEApanding TPP would be a boonstoall and medium
enterprises§MES on the basis that small and medium firms comprise most U.S. exporters. First,
government data show that FTAs have failed to increase expartigfor U.S. firms overali
growth of U.S. exports to FTA partners actudifsbeen 20 percent lower th&hS. export growth
to the rest of the worldver the last decad&® Second, SMEs comprise most U.S. exporting firms
simply because they constit88.7 percent of U.S. firms overafl’ The more relevant question is
what share of SMEs actually depemdexports for their success. Only 3 percent of U.S. SMEs
(firms with fewer than 500 employees) export any good to any country. In contrast, 38 percent of
large U.S. firms (with more than 500 employees) are expdffdrsleed, &ertwo decadesf
NAFTA, just 06 percent and .1 percent of U.S. small businessegportto Mexico and Canada,
respectively, compared t® percent and @percent of large firm&° Even if FTAs actually
succeeded in boosting exports, exporting is primarily the domain offlargg not smallones

Job-Displacing Trade Deficits Surge under FTAs:
U.S. Trade Deficits Grow 427% with FTA Countries

The aggregate U.S. goods trade deficit VATFA partners is more than five times as high as before the
deals went into effect, while the aggregate trade deficit withFIoh countries has actually fallen.

The key differences are soaring imports into the United States from FTA partnéosvangrowthin

U.S. exports to those nations than to4#arA nations.Growth of U.S. exports to FTA partners has
been 20 percentowerthan U.S. export growth to the rest of the world over the last decade

(annual average growth of 5.3 percent to-R3W nations vs. & percent to FTA nations}®

The aggregate U.S. trade deficit with FTA partners haincreasedby about $144 billion, or 427
percent, since the FTAs were implementedn contrast, the aggregate trade deficit with all-fdiA
countries hadecreasedy abait $95 billion, or 11 percent, since 20@6e median entry date of
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exi st FTAs) . Usi n gtradejobs rat@b' antheountind both exparts and t i o n

ng

imports,the FTA trade deficit surge implies the loss of about 780,000 U.S. jo$AFTA

cortributed the most to the widening FTA deficiinder NAFTA, the U.S. trade deficit with Canada

has ballooned and a U.S. trade surplus with Mexico has turned into a nearly $100 billion deficit. More
recent dealssuch as the Korea FTAave produced similar results.

FTA Partner

%‘;{Z Pre-FTA Trade Balance | 2014 Balance

Change in Balance Since

Israel* 1985 ($1.0) ($15.2) ($14.2)
Canada 1989 ($23.9) ($82.4) ($58.5)
Mexico 1994 $2.6 ($99.8) ($102.3)
Jordan 2001 $0.3 $0.6 $0.3
Chile 2004 ($2.0) $5.8 $7.8
Singapore 2004 $0.8 $10.2 $9.4
Australia 2005 $7.4 $13.6 $6.2
Bahrain 2006 ($0.1) $0.1 $0.2
El Salvador 2006 ($0.2) $0.7 $0.9
Guatemala 2006 ($0.6) $1.5 $2.1
Honduras 2006 ($0.7) $1.2 $1.9
Morocco 2006 $0.1 $1.0 $1.0
Nicaragua 2006 ($0.7) ($2.2) ($1.5)
Dominican Republic 2007 $0.6 $2.8 $2.2
Costa Rica 2009 $1.2 ($3.2) ($4.4)
Oman 2009 $0.6 $0.9 $0.4
Peru 2009 (30.2) $2.9 $3.0
Korea 2012 ($15.4) ($26.6) ($11.2)
Colombia 2012 ($10.0) $1.2 $11.2
Panama 2012 $7.8 $9.4 $1.6

FTA TOTAL:

Non-FTA TOTAL:

T e mws[  eimg
“mm] o[ o] s

Non-FTA Deficit DECREASE: 11%

Billions 0f2014 USD. Source: U.S. International Trade Commission. (*Measured since 1989 due to data availa|

“Hi gher

Standar ds”

Hav e

Fai l

e d

to Al ter

Some proponents of status quo trade have claimed thalpéstA FTAs have included higher
standards and thus have yielded trade balance improvehtebts.the Korea FTA included the
higher labor and environmental standards of the May 10, 200bel®aten congressional leaders and
the George WBush administrationand still the U.S. trade deficit with Korea hmdloonedn the

three years since t he deHAFDASFTAs that haaegresultedvhgsmallivh i |
trade balance improvemerdgl notc ont ai n t he fAiMay 100 standards.
correlation between an FTAG6s inclusion of #@AMay

the massive U.S. trade deficit will require a more fundamental rethink of the core status quo trade pact
model extending from NAFTA through the Korea FTAf more of the same.
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Corporate FTA Boosters Use Errant Methods to Claim Higher Exports under FTAs

Members of Congress will invariably be shown data by defenders of our status quo trade policy that
appeato indicate that FTAs have generated an export boom. Indeed, to promote congressional support
for new NAFTA-style FTAs,industry associations likikhe U.S. Chamber of Commerce have funded

an entire body of research designed to create the appearanbe testing pacts have both boosted
exports and reversed trade deficits with FTA partner countries. This work relies on several
methodological tricks that fail basic standards of accuracy:

o Ignoring imports: U.S. Chamber of Commerce studies regularly en@htion of soaring imports
under FTAs, instead focusing only on expdtfBut any study claiming to evaluate the net impact
of trade deals must deal with both sides of the trade equation. In the same way that exports are
associated with job opportuniti@s)ports are associated with lost job opportunities when they
outstrip exports, as dramatically seen under FTAs.

o Counting *“f orTeeUdgdn Real NAFTA Trade Deficit Twice as Large
Chamber of Commercarrantly clains as Version Distorted by Foreign Exports
that the United States hasradesurplus
with FTA nations by couimig foreign
mad e goo ds a §14Tiﬁldif. < NAFTA Deficit with Foreign Exports Counted as "U.S. Exports"
data include igdodsr € o
made elsewhere that paksough the
United States without alteration before
being reexported abroad. Foreign
exports support zero U.S. production
jobs and their inclusioartificially
diminishesreal FTA deficits'*®

I Actual NAFTA Trade Deficit

&
s}

-100 -

-150

-200

Mexico and Canada, billions USD

Real U.S. Goods Trade Deficit with

0 Om|tt|ng major FTAS: The U . S 250 Sources: U.S. International Trade Commission, U.S. Census Bureau

Chamber of Commerce has repédte
claimed that U.S. export growth is higher to FTA nations that teFTgh nations by simply

omitting FTAs that do not support their claim. One U.S. Chamber of Commerce study omitted all
FTAs implemented before 2003 to estimate export gré¥hhis excluded major FTAs like

NAFTA that comprised more than 83 percent of
role in the 427 percent aggregate FTA deficit surge, its omission vastly skews the findings.

o Failing to correct for inflation: U.S. Chamber of Gamerce studies that have claimed high FTA
export growth have not adjusted the data for inflation, thus errantly counting price increases as
export gains’

o Comparing apples and orangesThe U.S. Chamber of Commerce has claimed higher U.S. exports
under FTAs by using two completely different methods to calculate the growth of U.S. exports to
FTA partners (an unweighted average) versusFibh partners (a weighted averad&)This
inconsistency creates the false impression of higher export growth to FTArgdyngiving equal
weight to FTA countries that are vastly different in importance to U.S. exports (e.g. Canada, where
U.S. exports exceed $260 billion, and Bahrain, where they do not reach $1 billion), despite
accounting for such critical differences fayn-FTA countries.
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Millions of U.S. Jobs Lost
under Status Quo Trade Deals

Nearly 5 million U.S. manufacturing jolisone out of every fouir have ben lost sincéhe
establishmenof NAFTA, the WTOand NAFTA expansion deals® Since NAFTA took effect, more
than %,000U.S. manufacturing facilities have clos&d.The U.S. manufacturing sector has long been
a source of innovation, productivity, growth and good jGb8&ut by 2014manufacturing accounted
for less than 9 percent tife U.S.workforce for the first time in modern histo

Deals like NAFTA have contributed to the hemorrhaging of th&ufacturingand other jobs by
incentivizing offshoring anéuelingmassive U.S. trade deficitShe U.S. Department of Labor lists
more than 2.7 millionvorkers as specifically losing their jobs to offshoring and import competition
since theznactmenbf NAFTA, the WTO andNAFTA expansiorFTAsT and that is under just one
narrow program that excludes many whose job loss is-teldied !>

NAFTA-style deals have included foreign : .
investor pz)tections thalffer special ben%fits to For_ detguled data on traglerelateo! job _Ioss,
firms that offshoré)J.S.jobs The TPP©® vVist t.. Public Citizg
investment chapter would expasdchoffshoring www.citizen.org/trade-data-center
incentives eliminaing many of the usual risks
that make firms think twice about moving to low
wage countriessuch ag§ PP member Vietnam

9 Find regularly updated data on the total num
of manufacturing jbs lost in your state.

1 Track specific, factornpy-factory, traderelated

Under NAFTAstyle FTAs, imports haveurged job losses in your areagrtified by the
while exports have slowedontributing toa Department of Labor.
fourfold increase in the U.S. goods trade deficit| § See hownuchjob-displacing trade deficits

since 1993%* (Growth of U.S. exports to FTA have increased under existing FTiAghe
partnersactuallyhas been 20 percelotver than goods that are important to your state.
U.S. export grovggh to the rest of the world over| ¢ Getestimates of job lossin your state from
the last decadg'*® The aggregate U.S. trade China trade and NAFTA.

deficit with its 20FTA partners has increased b
about $144 billion, or 427 percent, since the FTAs were implemétft&tandard macroeconomics
shows that gargeU.S. trade deficit costs U.S. jobs when the U.S. economy is not at full employment,
as it has not been since the 2008 financial crisis?’ The TPP would further fuel thjeb-displacing

U.S. trade deficit by forcing U.S. workers to compete directly wibhkers in Vietnam, where

minimum wages average less than 60 cents an'fitiadependent unions are banned and child labor
is rampant?®

Burgeoning Job Lossesinder NAFTA, the WTO and the Korea FTA

After 21 years of NAFTA, a small prBIAFTA U.S. trade surplus with Mexico and $30 billion trade
deficit with Canada turned into a combined NAFTA trade deficiti@2billion by 20147 a real

i ncrease i n t h e65paicant TERlestimdtdthatithe balloorfing trade deficit with
Mexico alone destroyed about 700,088U. S. j obs bet ween NAFTA%s i
And since NAFTAthe U.S. Department of Labor has certifradre thar850,000 specific U.S.

workers forTAA T a narrow progam that is difficult to qualify fof as having lost their jobs due to
imports from Canada and Mexico or the relocation of factories to those codfftries.
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Therapidgrowth of the U.S. trade deficit with China since that country entered the WTO in 2001 has
also had a devastating effect on U.S. work&nmsceChina®d s WT O the W.$. gopds trade deficit

with China has grown from $112 billion to 33billion.*** EPI estimatsthat between 2001 and 281
3.2million U.S. jobs including 2.4 millionmanufacturing jobsyere lost or displaced due to the
burgeoning trade deficit with Chirta? Indeed arecentNational Bureau of Economic Research study

findsa direct | ink between the congressional vote
shapdropinU.S.marfuact uri ng e mpl| B Anotherrecers Natioeal Bu2&u®fl . 0
Economic Research studgncluds,i We f i nd that the increase in U

accelerated after 2000, was a major force behind recent reductiorss. im&hufacturing employment
and thatéit appears to have significantly supp!

Like NAFTA and the WTO, th@012 Korea FTAT the U.S. template for the THRvas sold by the

Obama administration with the promise thatitwopld e | d fAmor e e X*procontrast, mor e
U.S. goods exports to Korea droppepercent$3 billion) in the firstthreeyears of the FTAwhile

imports increased 18 percent ($10.6 billi6#)As a result, the U.S. goods trade deficit with Korea

balloored 90 percent ($13.6 billionn contrast, the global U.S. goods trade deficit during the same
perioddecrease@ percent®® The U.S:Koreatrade deficitrisein the first three years of the Korea

FTA equates to the loss of more than 90,008.jobs, counting both exports and imports, according

to the tradgobs ratio that the Obama administration used to projeddaisfrom the deaf*

Offshoring of U.S.Jobs Is Moving Rapidly Up the Income and Skills Ladder

Alan S. Blinder, a former Feddi@eserve vice chairman, Princeton economics professor and NAFTA
WTO supporter, says thahder current U.S. trade polioye out of every foud.S.jobs could be

offshored in the foreseeable futdféln a study Blinder conducted with Alan Krueger, fellow
Princeton economist and former Chairman of Pre:
economists found the most offshorable industry to be finance and insurance, not manufacturing (with
information and professional services also showing high afiish propensity}*? Indeed, according

to their datalJ.S.workers with a fouyear college degree and with annual salaries above $75,000 are
those most vulnerable to having their jobs offshored, medahetnited Statesould see its best

remaining jobsnove abroad**®

Buy American Banned: More U.S.Jobs Lost as Tax Dollars Are Offshored

TheWTO, NAFTA and NAFTAexpansion agreements ban Buy Ameripegferencesnd forbid

federal and many state governments from requiring that U.S. workers perform the jobs created by the
outsourcing of goVvédshmemnthgworihd MBAryt i Ameri can r
our tax dollars in our local communities to ceepitbs here, angrohibitedunderNAFTA-styletrade
agreement sd p't*ohese rulesmemuire that all firmssoperating in trpdet partner

countries be treated as if they were domestic firms when bidding on U.S. government contracts to
supply @ods or service¥> Complying with this requirememheanswvaiving existing Buy American

or Buy Local procurement preferendbat require U.S. taxpaydéunded government purchases to
prioritize U.S:made goodsyr rules that require outsourced government wotse performed by U.S
workers.The TPP would further gut Buy American policies, requiring the U.S. government to give any
company operating in a TPP country, including Chinese firmallaysia oVietnam,the sameccess

as U.S. firmgo U.S.taxpayerfunded government contract€.
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NAFTA in Depth: Two Decades of Losses fot).S.Workers

In 1993, Gary Hufbauer and Jeffrey Schott of jh@ NAFTA Peterson Institie for International

Economics (PlIEprojectedthat NAFTA would lead to a rising U.S. trade surplus with Mexico, which
would create 170,000 net new jobs i d”Thdne.S.Uni t e
Trade Representative Mickey Kangimilarlypr edi ct ed fAex Mexti cjoobsvowuéldat
200,000 fiby 1995 if NAFTA with t h'®Presidg®Bil ement al
Clinton went even further, stating, Al believe
years of ™M ts i mpact. o

Hufbauer and Sdit based their projection on the observation that when export growth outpaces the
growth of imports, more jobs are created by trade than are destroyed byttadead of an

improved trade balance with Canada and Mexico, however, NAFTA resultesiigesof imports

from Mexico and Canada that led to huge U.S. trade deficits.

According to Hufbauer and Schottdés own met hodol
t wo years after NAFTAGs I mpl ement attbezamge even b
evident, Hufbauer recognized that his jobs prediction was incongruent with the facts;Tted\vall
StreetJourngl A The best figure for the jobs effect of
me is to stay awa'y}Thé ®bama afnonistrafion appacently has notdearded that
lesson. Repeating the tactics of the Clinton administration, in 2015 Obama administration officials

cited a PIIE study to claim that the TPP would create 650,000 new jobs, despite that the stulily itsel

not project any new job creatiétom the dealEvenThe Washington Pgswith a preTPP editorial

board, assigned the claim four Pinocchios and dismibsejobs promisas fAi | |™fsi onary. o

NAFTA Results: Massive Job Loss, Ballooning DeficiSlow Export Growth

The U.S. goods trade deficit with Canada 8@ $illion and the $& billion surplus with Mexico in

1993 (the year before NAFTA took effect) turned into a combined NAFTA trade deficiBaf1

billion by 2014, as indicated in the grafbelow’*® These are inflatiordjusted numbers, meaning the
difference is not due to inflation, but an increase in the deficit in real terms. EPI calculates that the
ballooning trade deficit with Mexico alone destroyed at@i,000netU.S. jobs betweenANF T AG s
implementation and 2016? This toll has likely grown since 2010, as the fiossil fuelU.S.goods

trade deficit with Mexico has

risen11 percentu rther1®® NAFTA Trade Deficit Surges 565%
MUCh Of the JOb erOS|On i Combined NAFTA Trade Deficit ====U.S. Trade Deficit with Mexico ====U.S. Trade Deficit with Canada
stems from the decisions of 25

U.S. firms to embrace
NAFTAOGs new f
investor privileges and
relocate production to
Mexico to take advantage of
its lower wages and weaker
environmental standards. Th¢
U.S. trade deficit with
NAFTA partners Mexico and
Canada has worsened
considerably more than the 25 -

-
~
«

=
N
v

~
o

(billions USD, adjusted for inflation)

U.S. Trade Deficit with Mexico and Canada
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U.S. trade deficit with cauries with which we have not signed NAFF#yle deals. Since NAFTA,
the annual growth of the U.S. trade deficit has BEgpmercent higher with Mexico and Canada than
with countries that are not party to a NAFE#yleU.S.trade pact™®

Defenders of NAFTA argue that the NAFTA deficit is really odle tofossil fuelimports. Although

fossil fuelsaccount for a substantial portion of the trade deficit with Canada and Mexidossiiduel

share of the trade deficit with Canada and Mexctually declined frorB2 percent in 1993 td9

percent i2014. Indeed, the nofossil fueldeficit with Canada and Mexico has risen to an even

greater degree than the overall deficit, multiplyowgr19-f ol d si nce NAFTRGs i mpl

The NAFTA trade deficit increase owes in part to the fact that U.S. manufacturing and services exports
have growrmore slowlysinceNAFTA t ook effect. Since NAFTAOGs e
manufacturing exports to Canada and Mexico has fdllgrercent below the annual rate seen in the

years before NAFTA® Even growth in services exports, which were supposed to do especially well
under the trade pact given a presumed U.S. comparative advantage in services, dropped precipitously
after NA Inmeatatisn. Annupl growth of U.S. services exports to Mexico and Canada since
NAFTA hasdropped tdess tharhalf the preNAFTA rate!*®

Trade Adjustment Assistance Data Tracks U.S. Job Loss from NAFTA

Whil e EPI &6s esti mat efom NAFTA shnemarjzethe ovealbeffeetofthee s ul t i
trade deficit, the government itself tracks some of the layoffs known to have specifically occurred due
to i mports or offshoring, through the U.S. Dep:
only covering a subset of the jobs lost at manufacturing facilities, while excluding a portion of the jobs
that have directly relocated to Mexico or Canada. The program is also difficult to qualify for, which

has led some unions to direct workers to other asgistprogramdsven areport bythe preNAFTA

PIIE estimatd that fewer than 10 percent of workers who lose their jobs in industries facing heavy

import competition receive assistance under TAAThus, the NAFTA TAA numbers significantly
undercount NAFTAQD loss. Still, under TAA, more th&@®0,000 workers have been certified as

having lost their jobs due to imports from Canada and Mexico or the relocation of factories to those
countriest®’ To see the full set of TA&ertified job losse$ searchable by copany, product,

congressional districtandcityw i si't Publ i ¢ Ci twwe.eitzénorg/fbal®abasat ab a ¢

TheU.S.government also tried to identify specific jobeatedoy NAFTA rather than destroyed. The
U.S. Department of Commerce established such a program, but after finding fewer than 1,500 specific
jobsattributableto NAFTA, the program was shut down because its findings were so'ffeak.

Corporate Promises of Job Creation Are Broken

Il n addition to NAFTA supporterso6 unfulfilled pi
lobbied for NAFTA by claimingtiat the deal would boost their own hiring and reduce the need to

move jobs to Mexico and Canada. In reality, the vast majority of their promises of job creation failed

to materialize, and many of these companies have actually moved operations to Mexien aaha

since NAFTR%orexprapte sCarysker.declared that if NAFTA passed, it would export

25,000 vehicles to Mexico and Canada by 1995, claiming that the sales would support 4,000 U.S. jobs.

Il n reality, since NAFT Ad3JL0§USs|sbsexpkcitlyCértifigdsiiderr h as
TAA as displaced by rising imports from Canada and Mexico or decisions to offshore production to

those countrie§fhousands more tradelated job losseat Chryslerdo not specify a countryiemens
madeclams si milar to Chryslerdés, and yet it has e
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production to Mexicd®* Johnsor& Johnson promised that it would hire hundreds of U.S. workers if
NAFTA was approved, but ended up offshoring 950 U.S. joleixico and Canad®’ The table

bel

ow detail s a

few

examples of

Specific Corporate Promises of NAFTA Job Gains versus Actual Outcomes

Corporation ‘

Chrysler

Promise

AWith the passage of
planning to export 25,000 vehicles to Mexico &
Canada by 1995 and 80,000 by the year 2000
The sales will support 4,000 U.S. jobs by 1995
including Chrysler employees and U.S.
suppliers. o ANAFTA.
Companies View Their Business Prospects Ur
N A F T ANational Association of
Manufacturers, November 1993.

Reality

Chrysler has eliminateti7,757 U.S.
jobs due to imports or offshoring unde
NAFTA, including 7,108 job losses
explicitly attributed to rising ifports
from Canada and Mexico or decisiong
to offshore production to those
countries (the remainder of the job
losses do not specify the country).

Fruit of the
Loom

In a Senate floor speech on November 19, 194
Sen. Mitch McConnell (KKy.) explained thahe
would be voting for N
firms will not move to Mexico just for lower
wagesé without NAFTA,
are more |ikely to mg
He specifically cited Fruit of the Loom, stating,
Aféconsi der obm Thisfineof t
Kentucky firm, which is my State's largest privg
employer, expects to boost sales to Mexico un
NAFTA and eventually
Congressional Record, November 19, 1993.

Fruit of the Loom has eliminated
12,155 U.S. jobglue b imports or
offshoring under NAFTA. That
includes 2,936 job losses explicitly
attributed to offshoring to Mexico or
rising imports from Canada and Mexiq
(the remainder of the job losses do ng
specify the country). More than 3,600
of Fruit doddereldted L
layoffs have occurred in Kentucky.

General
Electric

iwWe are |l ooking at an
potential sales over the next 10 years. These ¢
could support 10,000 jobs for General Electric
and its suppliers. We fervently believe that the
jobs depend on the su
Michael Gadbaw(General Electric, before the
House Foreign Affairs Committee, October 21,
1993.

General Electric has eliminatéd,675
U.S. jobsdue to imports or offshoring
under NAFTA, including 6,135 job
losses explicitly attributed to rising
imports from Canada and Mieo or
decisions to offshore production to
those countries (the remainder of the
job losses do not specify the country)

Caterpillar

AiThe NAFTA would el in
move operations to Mexico...U.S. companies
would be better able to serve tiexican market
by exporting, rather than by moving
production...Caterpillar estimates NAFTA
mandated tariff reductioriscoupled with
increased economic growithwould increase
demand in Mexicoby 258 50 uni t s
AThe | mpact of pepded for
USA*NAFTA by the Trade Partnership,
Washington D.C., June 1993.

Caterpillar has eliminate8,270 U.S.
jobs due to imports or offshoring unde
NAFTA, including 738 job losses
explicitly attributed to rising imports
from Canada and Mexico or decisions
to offshore production to those
countries (the remainder of the job
losses do not specify the country).

Source for corporate promises: Public Citizen, "NAFTA's Broken Promises: Failure to Create U.S. Jobs," January 1997,

Available at:www.citizen.org/trade/article_redirect.cfm?ID=17&0burce for TAAcertified job losses: Public Citizen,

Trade Adjustment Assistance Database 42@lailable atwww.citizen.org/taadatabase
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Special Investor Privileges Promote Offshoring of U.S. Jobs

NAFTAOGs speci al new rights and privileges for f
costs that had been associated with relocating production towdge/ venue. The incentives these

rules offered for offshoring included a guaranteed minimwmndzrd of treatment that Mexico had to

provide to relocating U.S. firms, which went above and beyond the treatment provided to domestic
firms. This included the right for foreign investors to challenge the Mexican government directly in
United Nations an@lVorld Bank tribunals, demanding compensation for environmental, zoning, health
and other government regulatory actions of general application that investors claimed as undermining
their expectationd® The protections granted to corporations interestedfsaring contributed to the

flow of foreign investment into Mexico, which quadrupled after the implementation of NAFTA.

Studi es Reveal consensus:;: Tr
Traded Era Have Exacerbated |
Recent Studi es: Tradeds Contribution

amid Status Quo Trade Dealsand Is Likely to Increase Further

U.S. income inequalitiias jumped to levels not seen sincepteedepression 1920s, as middikass

wages have stagnated while incomes of the rich have surd&in 197, themedianweeklywage
forUSwor ker s i n t oaboat$749sIn 2004| itthadrinsreased jist four dollars to $753
perweek Over the same period, 2 Msanwhileohe lickestd® pr o d u
percent in the United States are now taking half of the economic pie, while the top 1 percent is taking
more than one fifth. Wealthy individual sbé shar
decades after World War Il, but stattecreasing in the early 1980s, and theseeven faster in the

era of NAFTA, the WTO and NAFTA expansion pacts. From 1981 until the establishment of NAFTA

and the WTO, the income share of the richest 10 percent increased 1.3 percent each year. In the first
six years of NAFTA and the WTO, this inagjiy increase rate doubled, with the top 10 percent

gaining 2.6 percent more of the national income share each year (from 1994 through 2000). Since then,
the income disparity has increased even furtfer.

Since 194Xktandard economic theolmas held thatrade liberalizations likely to contribute to greater

income inequality in developed countries like the United Statdss drect mmpetition with low

wage labor abroad puts downward pteeson middleclass wageghe profits of multinational firms

rise, andtheincomegap between the rich amgreryone elsevidens NAFTA-style deals only

exacerbate thisinequalsypur ri ng effect by creating a select
professional workers produce while extendingnopoly protections the opposite of free tradefor

certain multinational firms (e.g. patent protections for pharmaceutical corpordfions)

Il n the early 1990s, as U. S. i ncome inequality ¢
spate beconomic studies put the theory to the test, aiming to determine the relative contribution of

trade flows to the rise in U.S. income inequalitiie result was anacademic consensuthat trade

flows had, in fact, contributed to rising U.S. income inequdly. The only debate waghe extentof

t r a dobe; wath most studies estimating tHagtween 10 and0 percentof the rise in inequality

during the 1980s and early 1990s stemmed from trade famisidicated in the tabbelow.'"
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1990s Studiesod r ade’ s |

mpact Uu. S.

on

Author(s) Year of Study | Portion of Inequality Increase Attributed to Trade
Borjas, Freeman, Katz | 1997 5%
Lawrence 1996 9%
Borjas and Ramey | 1993 10%
Cooper 1994 10%
Krugman 1995 10%
Baldwin and Cain | 1994 9-14%
Leamer 1994 20%
Cline 1997 39%
Karoly and Klerman| 1994 55-141%
Wood 1994 100%

Status Quo Trade Deals Increase Inequality by Depressing Middi€lass Wages

U.S. FTAs have contributed to the historic rise in U.S. income inequality primaréydiying
downward pressure on middbtass wagesStatus quo trade deals have forced U.S. workers to
compete directly with lovwvage workers in countries with lax or nonexistent labor protections, while
offering special protectionto U.S. firms hatoffshare their productiorno thase countries’* The
predictable result has been the loss of U.S. jobs, primariigherpayingmanufacturing sectors.

Of course, most workersho lose their jobs to imports or offshoriagentuallyfind new work. Butas
manufaturing jobshave becomecarcermanytradedisplaced workerbave beeifiorced to take
lower-paying jols in nonoffshoreable service secsoA recentNational Bureau of Economic
Researclstudy concludedijoffshoring to low vage countries and impoffre] both associated with
wage declines for US worken/e present evidence thgibbalization has led to the reallocation of
workers away from high wage manufacturing jobs into other sectors and other occupations, with
large declines in wages among worke who switché &'”> Indeed, acording to the U.S. Bureau of
Labor Statistics, about three out of every five displaced manufacturing workers who were rehired in
2014 experienced a wage reduction. About one out of every three took a pay cut of greater than 20
percent:’® For themedianmanufacturing worker earning more tha88900 per year, this meant an
annual loss of at leas7$00."’

But the wage losses are not limited to those workers who actually lose their jobs under trade deals.
Whenmanufacturingvorkers are displaced and seek new jobs, they add to the supply of U.S. workers
available for noroffshorable, nofprofessional jobs in hospitality, retail, health care and n#fose.
increasing numbers oftrade-displacedworkers have joined the glut of workers competing for

these nonoffshorable jobs, real wages have actually been declining in these growing sectdfs.

The downward pressure on waglegsspread$o much of the middle class.

Meanwhile, status quo trade deb/eerodelU. S. wo r k ereverge thp middielass wage
stagnatiorvia collective bargainingin the past, U.S. workers represented by unions were able to

bargain for their fair share of economic gains generated by productivity incté&B8asthe foreign
investor protections in todayods Atradeo agreemen
the power dynamic between workers and their emplo)&&TA-st y|l e deal s boost f
suppress worker s’ reque st lethreatsito offshoge ¢heii jabbcFore a s e s\
instance, a study for the North American Commissiohaiyor Cooperationi the body established in
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the labor side agreement of NAFTAshowed that after passage of NAFTA, as many as 62 percent of
U.S. union drives faad employer threats to relocate abroad. After NAFTA took effect, the factory
shutdown rate following successful union certifications triptet.

Some analystarguethat technologyrelated efficiencygainsalso sputJ.S. manufacturing job losnd

exert dwnward pressure on middidass wages, in attempt to diminish the roléradle policyin

exacerbating U.S. income inequaltty But recent studies indicate that the role of technology has been
overstated. A 2013 National Bureau of Economic Research stutheU.S.job impacts of both
technology and tradindsino net empl oyment declineo from tec
while finding a strong correlation between inct
falls in employment, particularly in manufacturing and amongauaitege worker'®? In another

2013 studyFederal Reserveeconomistsind “ | i mi t ed support” for the nc
changeexplainsU.S.wor ker s’ declining share of national [
import competition and offshoring as“ a | e a dntiahegplapation.e™ An earlier study by

International Monetary Fund economisimiilarly concluds,i Among devel oped count
adverse impact of globalizatigan income inequalityis somewhat larger than that of technological
progres'®* Regardless of how much importance should be ascribed to technological change, the
importance of status quo trade in spurring income inequality is a consistent finding of the panoply of
studies cited above and belo®inceCongress actlig has a say overade policywhy would we not

push for a new trade policy that fosters rather than erodiéfie-class wageand diminishes rather

than widens the yawning income @ap

Pro-FTA Think Tank : Trade Responsible for 396 of Inequality Growth

In one of the more frequently cited studies from the 19294997 report published by the giiof r e e
tradedo I nstitute f(oowthePetersaon mstitute forinéetnatinal &comonfiesy s
T author William Cline estimatettat trade was resnsible for a 7 percent gross increase in U.S. wage
inequality during a time period in which wage inequality rose by a total of 18 péroedning that

the trade impact on U.S. wage inequality amounted to 39 percent of observed inequality growth

Cline lsedan economic modeb calculate that trade liberalization, trade costs, and offshoring were
responsible for an estimated 7 peragmussincrease inthewage inequalityhat had occurrefiom

1973 to 1993 (i.e. a 7 percent rise in the ratio of thgewaarned by those with some college

education compared to the wages earned by those with a high school education dfi@iias.

reported an 18 percent total wage inequality increase during this time Féibidding the 7 percent
tradeprompted ineqality increase by the 18 percent total inequality increase amounts to a 39 percent
contribution of trade to the rise in inequality.

In his study, Cline noted that trade was just one of several factors contributing to the rise in inequality,

andthattrad 6s 7 percent gross contributiongrogsas | ess
contributions of all inequalitgxacerbating factor€® While Cline attempted to downplay the results
of his own model (tradeods e sttincreagetinenkqudily) apde r c e

nt
instead emphasi ze tr ade 6 sgrosstantribdutems tosnbgaalitg, Clmd t h e
hi mself admitted that this i nt®Indpedeénthiateiiewnf of t
ot her stedieslistediinshé absve table, Cline himself reported the primary result of each study
by dividing the estimated trag@gompted gross inequality increase by the observed net inequality
increasd the same method used to arrive at the 39 percentestinmmieng t he data fr om
study®° This standard approach makes sense, because if trade flows had not spurred a 7 percent

l
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increase in U.S. wage inequality (to use Cline:i
would have been about 39 perntéower.

Further, whil e CI i n dréds fadotscahtyibutmagtotbedisesnancoene a | non
inequality, the factor with the largest substantiated gross contribution to inequality was trade. Other
inequalityexacerbating factors included increased inratign (an estimated 2 percent contribution), a
reduced real minimum wage (an estimated 5 percent contribution) and deunionization (an estimated 3
percent contributioin one arguably influenced by trade deals that enable the offshoring threats used to
courter union drives}?* After accounting for all of these factors, Cline was left with a missing 67

percent gross contribution to wage inequality (required to arrive at the observed 18 petrcent

inequality increase after taking into account downward pressurénequality)->? Cline then
Afarbitrarilyo assigned half of this mystery cat
ot her hal f &a%whileuhe eesulfing ele allecdteddo technological change significantly
exceeded that foundrfdrade, the allocation was not substantiated by any economic model or

calcul ation, | eaving tr a&xbheerbatsg factbrbackedup dyyddtass | ar g

Recent StudieRevealRising Impact of Trade on U.S. Income Inequality

More recent studies have concludedthatade’ s r ol e in exacerbating U
likely grown since the 1990sas U.S. imports from lowawage countries, and U.S. job offshoring to

those countries, havesendramaticallyamid the implementan of NAFTA, the WTO andh series of

NAFTA expansion pactsmpacting an increasing swath of middlass jobsFurther, an array of

studies now project future increases in the offshoring of U.S. jobs, suggestiagehatnder current

U.S. trade policy, trade flows will soon be responsible for an even greater sharemsing U.S

income inequality. Were theTPPto take effectexpantihg status quo U.S. trade policy and
incentivizingfurther offshoringo low-wage countries like Vietnant would only exaerbate r ad e 6 s
contribution to historically high U.S. income inequality.

Why are American Workers getting Poorer? China, Trade and Offshoring Avraham Ebenstein,
Ann Harrisonand Margaret McMillan; National Bureau of Economic Research; March 2015

Inthisstudyot r admpact on U.S. workersd wages, the au
effects ofglobalization, with offshoring to low wage countries and imports both associated with wage
declinesfor US workersWe present evidence that gléization has led to the reallocation of workers
away from high wage manufacturing jobs into other sectors and other occupations, with large declines
in wages among workers who switch>* Running econometric tests on wage and tradefoata

19832008 theeconomists find thed 10 percent increase i N 0 C C U exposuredamipat
competition wasassociated witha more than 15 percentdrop in wagesfor U.S.workers

performing somewhat routine tasks(and anearly3 percentvage declindor U.S. workersoveral)).

As manymiddle-classoccupations have faceirging importgrom FTA countries, this finding
indicatesparticularlylarge wage losses for U.S. workers unstatus quo trade dealBhe authors also

find statistically significant wage declines associated wigoffshoringof U.S. jobsto low-wage

countries particularly in recent years (20@0D08) as offshoring has increas&t The studycontrolled

for technological change so as to capture the impé&dtspmrts and offshoringlone’®®

IV Quantile Regression for Grouplevel Treatments, with an Application to the Distributional
Effects of Trade Denis Chetverikov, Bradley Larsen, and Christopher Palmer; National Bureau of
Economic Research; March 2015
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This study ortheU.S.wage impacts of rising import competition from Chfram 1990 to 2007 finds

t hat AChinese I mport ¢ o mjwage eatneromorethanfhiglege ed t he
earnersdemonstrating how increases in trade can causallgxacerbate local income inequality 0

|l ndeed, the aut hor s 6 thkedowenthimeld.S. warkertoyeircanethd i nd t h
downward pressure on wages frttieimport competition was twice as strong as the average éffect.

The Decline of theU.S. Labor Share Michael W. L. Elsby, Bart Hobijn and Aysegul Sahire
Brookings Institution Fall 2013

Economists at the Federal Reserve and University of Edinburgh used this study to identify why U.S.
wor kersé share of nadilydezlmiaglover the pastoeuplddecadedh Afierm st e
battery of econometric tests, the authford fi | i nsupparddor the theory that technological change
primarily explaingniddlec | a s s dimimiskiegrslgeof theconomigie. Instead, they

c o n c | ourchralysisiidentifies offshoring of the labotensive comporé of the U.S. supply chain

as a leading potential explanation of the decline in the U.S. labor share over the past 26%ears

Indeed their findingsfisuggest thaihcreases in #aimport exposure of U.S. businesses can account for

3.3 percentage points of the 3.9 percentage point decline in the U.S. payroll share over the past quarter
c e n t '8 rThat ixincreases inoffshoring and import competition since about the dawn of the

NAFTA era are associatedwitt8B 5 per cent of the observed decl in
national incomei aresult that the economists fiids t r,dldading them tesuggest thaf the trade
status quo continues, fth&°labor share will col

Using Standard Models to Benchmark the Costs of Globalization for American Workers without
a College Degreg Josh Bivens; Economic Policy Institute; March 22, 2013

In this study Josh Bivensn economist &P, updates an ead$990s model estimate of the impact of
trade flows on U.S. income inequality and find:
one third of the increase in U.S. income inequality fa@73 to 2011 was due to trade with lovage
countries’* More importantly, Bivendinds that the tradattributable share of the rise in income

inequality has increased rapidly since the 1990s as manufacturing imports framad@icountries

have escalated. The data reveal Whaite trade spurred 17 percent of the income inequality

increase occurring from 1973 to 1995, trade flows were responsible for more than 93 percent of

the rise in income inequality from 1995t0201+a peri od mar ked by a seri
deals®?Ex pressed in doll ar t e rinequalitydacersatng imgastt i mat e s
spelled a $1,761 loss in wages in 2011 for the averagémdlU.S. worker without a college

degre€®Bi v e ns c wvarioud polidyescisions that have governed how the American economy

is integrated into the global @aomy have increased the damage done to American
workersé[including] pursuing expanded gl obal i
protections for corporate inf¥%estors but not f ol

Rising Income Inequality: Technology, orTrade and Financial Globalization?, Florence
Jaumotte, Subir Lall, and Chris Papageorgiou; International Monetary Fuludy 2008

The International Monetary Fund authors find that the rise in income inequality fror20081n 20
developed countriesncluding the United States, psimarily attributable to trade and financial

gl obalization trends. They conclude that gl obal
role of technological advancemefitA mong devel oped coupadofi es ...t he a
globalization is somewhat larger than that of technological progress’®®
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Trade and Wages, ReconsideredPaul Krugman; The Brookings Institution; Spring 2008

In a Brookings Institution study, Nobelinning economist Paul Krugman finds that trédevs likely

now account for an even greater degree of U.S. income inequality than that found in a series of studies
from the early 1990s, which had already concluded that trade liberalization had a negative, but modest,
impact on income inequality in delped countries like the United Stateke Bivens (see above)

Krugman notes that U.S. manufacturing imports from-Veage developing countries have grown
dramatically in the last two decades, suggesting that the role of trade flows in spurring &ht&. inc
inequal ity growth is f®Kugnadencladed, yt hargehast hbae
dramatic increase in manufactured imports from developing countries since the early 1990s. And

it is probably true that this increase has been a forctor greater inequality in the United States

and other deve®f’oped countries."”

Globalization, American Wages, and Inequality: Past, Present, and FutureJosh Bivens;
Economic Policy Institute; September 6, 2007

In this reportBivenscites an array of recent economic studies that project that the offshoring of U.S.

jobs will increase under current trade policy, suggesting a subsfantierrise in the impact of trade

flows on U.S. income inequality® For example, Princeton econanand former Council of

Economic Advisors member Alan Blinder estimates that atoatin every four U.S. jobs, including
higherpaying servicesector jobs, could be offshored in the foreseeable fatlk¢hile suchstudies

differ in the projected extenf éuture U.S. job offshoreability, all imply an increase in the impact of

trade flows on U.S. income inequality. Bivens finds thatrange of projections for increased

offshoring suggest a further 74 to 262 percent increase in U.S. income inequality #ttable to

trade with lower-wage countries, compared to the level seen in 2088 Bivens concludesj T h e
potential |l evel of redistribution caused?y of

TPP-Spurred Inequality IncreaseWould Mean a Pay Cut for 90% of Workers

The TPP would further exacerbate U.S. income inequality by forcing U.S. workers to coimpeityg
withevenloweip ai d wor kers abroad while expanding past
middleclass U.S. jobstolowage countries. The pactods investm
extraordinary rights and privileges for foreign investors, eliminatiagy of theusualrisks and costs

that make firms think twice before relocating abré%dn addition, the TPP would place UBorkers

in direct competition with workers in lowage TPP member countries like Vietnam, wheages

average less than 60 cents an Hdtindependent unions are banned and child labor is rarffdmt.

the legacy of existing FTAs provides any indicatithris uneven playing field would spur a surge in

imported goods from TPP countries, resulting in more layoffaidélle-classU.S. workers™® Like
manufacturing workers displaced under current trade pacts, many workers who would lose their jobs to
TPRspurral offshoring or imports would be forced to compete for lopeagying service sector jobs,

putting further downward pressure on middlass wages and fueling greater income inequality.

Defenders of the TPP sometimes acknowledge thdigalst would further constrain middlelass

wages, but claim that the deal would produce economic gains, largely in the form of cheaper imported
consumer goods, that would outweigh those costs for most U.S. workenariists at CEPRut that

theory to the test, usirtheresults of a study by the piitPPPeterson Institute for International

Economics thatdespite using overoptimistic assumptigm®jectedthe TPP would result in tiny

economic gains i2025.CEPR assessed whether those projected gains would counterbalance
increased downward pressure on middbess wages from the TP&plying the empirical evidence on

how recent trade flows have contributed to growing U.S. income inequ&algnwith the mos
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conservat i ve seonttibutiorate irequalitiron thesstddees cited aboyhat trade is
responsible for just 10 percent of the recent risedomeinequality),they found thathe losses from
projected TPFproduced inequality would wipaut the tiny projected gains for the medidus.
worker.With the stilkconservative estimatbat trade is responsible for just 15 percent of the recent
rise in U.S. income inequalityhe CEPR studfpound that the TPP woulthean wage losses for all but
the richest 10 percent of U.S. workét$That is, for any workers making less than $80 per year
(the current 90th percentile wage), the TPP would mean a pa¥/ cut.

Agricultural Exports Lag under Trade Deals, Belying
Empty Promises Recycled for the TPP

Time and again, U.S. farmers and ranchers have been promised that contrieVé&siabuld provide

a path to economic success by boosting exports. Time and again, these promises have been broken.
Data from the U.S. Department of Agricult{k#SDA) reveal that U.S. agricultural exports have

lagged, agricultural imports have surged and family farms have disappeared under existing FTAs.
Undeterred by its own data, USDA recently repeated the standard FTA sales pitch with a factsheet
claiming thatthefPP, whi ch woul d expand the status quo tr
U.S. agricultural exports, increase farm income, generate more rural economic activity, and promote

j ob g FYrhat gromige contradicts the actual outcomes of the FTAsehat as thd P P 6 s

blueprint.

Agricultural exports stagnateunder most recent FTA: Before the 2011 passage of the Korea FTA
which U.S. negotiators used as ttemplate for the TPP U.S. Secretary of Agriculture Tom Vilsack
stated, 0 weedU.8. FreeeTvade Agreement [with iKorea] will expand agricultural exports
by what we bel i e*lareality,expoets opall U.8. agri¢ultutalipmductsito Korea
fell $323 million, or 5 percent,
from the year before the FTA too U.S. Ag Exports to Korea Stagnate under FTA
effect toits recentlycompleted
thlrd year of implementation. e |J.S. Ag Exports to Korea == == = |.S. Ag Exports to the World
During that same period, total B
U.S. agricultural exports to the
world rose4 percent. Even if
comparing the average
agricultural export level in the
three years before the FTA took
effect (including 2009when
global trade declined due to the
worldwide recession) with the
average level in the three post
FTA years, U.S. agricultural
exports to Korea only have
increased by $31 million, or 1
percent. U.S. agricultural export
to the world during that period
have risen 14 percefft®
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Agricultural trade surplus turns into a trade U.S. NAFTA Ag Balance Falls 38%
deficit under NAFTA: the U.S. agricultural 3,500
trade balance with NAFTA partners has fallen | 5400

from a $2.5 billion trade surplus in the year 2,500
before NAFTA to a $1.1 billion trade deficitin | 200 == ==
20141 the largest NAFTA agricultural trade 1,500 |
deficit to date. Even if one includes agricultural | oo
trade over the preceding several years, when | *°°
agricultural export values were inflated by T e aou . an  wm
anomalously high international food prices, the ** E
average U.S. agricultural trade balance with
NAFTA countries over the last five years still fe
38 percent below thaverage balance in the five
years before NAFTA.

-1,000

-1,500

ILast5 Years == Pre-NAFTA 5 Years

Agricultural exports to FTA partners lag U.S. Food Exports Grow 1% to FTA Partners,
behind: USDA data show that U.S. food 24% to Rest of World, relative to 2008 (Pre-crisis)
exports to FTA partners have trailed_behind % T e U.S. Food Exports to FTA Partners, relative to 2008
fOOd eXportS to the rest Of the World In recen == «=1).S. Food Exports to Rest of World, relative to 2008
years, despi t e facteheet c| ax ,/
that Ain countries w ’
free trade agreements, our exports of food a I~ ;’
agricultural products have grown P \\\ ,’

si gni f%The wotueyof LS. food o | — L Y L A—
exports to nofFTA countries rebounded 2°°5§ "’“7'"—"\ oz 208 /1“
quickly after the 2009 drop in globabde 1% -

following the financial crisis. But U.S. food \ /
exports to FTA partners remained below the 2o Y/

2008 level until 2014. Even then, U.S. food

exports to FTA partners were just 1 percent | -

higher than in 2008, while U.S. food exports

to the rest of the world sbd 24 percent above the 2008 level.

FTA partners account for U.S. Food Exports U.S. Food Imports

most U.S. agricultural
imports, relatively few 5
agricultural exports: The g':’ f
USDA factsheet makes no FTA
mention of agricultural imports =~ Nations .
that undercut business for U.S.
farmers. Most U.S. food
importscome from FTA
countries, while most U.S. food
exportsare notsold in FTA
countries. This counterintuitiveutcomes the opposite of what FTA proponents have promised U.S.
farmers and ranchers 2014, the 20 U.S. FTA partners were the source of 7kpeof all U.S. food
imports, but were the destination of just 35 percent of all U.S. food eXpwésuring by volume)

35%
to FTA
Nations

71%
from FTA
Nations
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Agricultural trade balance suffers Change in U.S. Food Trade Balance
under FTAs: Due to stagnant U.S. food since Most Recent FTAs Took Effect
exports to FTA countries and a surge in = |
food imports from those countries, the | -
U.S. food trade balance (by volume) 15%
with FTA countries has fallen 13 percer .
since 2011, the year before the most = .,
recent FTAs took effect. In contragte

U.S. food trade surplus with the rest of o | ) Rest of World

the world has risen 23 percent since :

2011. 1

Small U.S. farmsdisappear during FTA era: Smaller 180,000 Farms Disappear: Cumulative
scale U.S. family farms have been hardest hit by risin Loss of U.S. Small Farms since NAFTA

expansion pacts have taken effect, one out of every 1
small U.S. farms has disappeared. B§2Mearly 60
180,000 small U.S. farms had been fd5t. 401

-100

agricultural imports and declining agricultural trade T \ \
balances under FTAs. Since NAFTA and NAFTA 20 l I I
0 4 ] - .

120 +

Falling Exports, Rising Trade Deficits in Key |
U.S. Crops under Status Quo Trade Deals |,

-180
Most of the agricultural products that USDA highlights 1994-1998 19992003 2004-2008 20092013 2014
in its factsheets as prospective winners under the TPP

have &tually been losers under thd A model that the TPP would expand

o] Applgzss: U.S. exports to Korea of apples have fallépercent in the firsthreeyears of the Korea
FTA.

o Barley: U.S. exports of barley to U.S. FTA partners have grown just 12 pdegf00 metric
tons) while growing 144 percent (120,000 metric tons) to the rest of the world since 2011 (the year
before the most recent FTAs took effect).

° thZZfﬁzlglJtéS(:i Bﬁsgf i(rl? g EZ:ZaKS;TT hav U.S. Beef Exports to Korea Fall Below
falling below the historicagjrowth Trend under Korea FTA
trend and defyin mmm Pre-FTA  mmmm Post-FTA Linear (Pre-FTA)
promises that beef exports to Korea | _
would grow even more than in the § 200,000 -
past?®* Even without an FTA, U.S. | % /
beef exports would be expected to %150,000
grow as a productl g
population and economic growth. g om I I
Instead, the have flatlined. g
u 50,000 —
o Beer: U.S. exports to Korea of beer | & " I I |
have increased ju&tpercent in the = 006 2007 2008 2000 2010 2011 2012 2013 2014
first three years of the Korea FTA’ FTA-Relevant Year (April of stated year through March of following year)
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while total U.S. beer exports to the world have incred@qzkrcent during the same period.

o Citrus Fruits and Juices: U.S.exports to Korea of citrus fruits have fallépercent under the
first threeyears of the Korea FTA a loss of more tha6,000 nretric tons of citrus fruiexports
each year. And under 21 years of NAFTA, U.S. net exports of orange juice and grapeguit jui
Canada and Mexico have fallbg more than 200,000 kiloliters.

o Corn: U.S. exports to Korea of corn hagioppeds9p er cent wunder tthree Kor ea
yearsi a loss ofmore tharB8.7 million metric tons of corn exports each year.

o Dairy Products: U.S. exports to Korea of milk, cream and whey have plumngt@ercent in the
first three years of the Korea FTiAa loss oimore tharB.4 million liters of dairy exports each
year.

o Distilled Spirits: U.S. exports of distilled spirits to U.S. FTA pagrs have grown just 3 percent
(2.5 million liters) while growing 27 percent (32.2 million liters) to the rest of the world since 2011
(the year before the most recent FTAs took effect).

o Feeds and FodderlU.S. exports of feeds and fodder to U.S. FTA padravdallen5 percent
(more than 382,000 metric tons) whieowing80 percent (more than 8.8 million metric tons) to
the rest of the world since 2011 (the year before the most recent FTAs took effect).

0 Hides and Skins:U.S. exports to Korea of hideagskins have droppeldt percent under the first
threeyears of the Korea FTA.

o Potatoes:U.S. net exports of potatoes to Canada and Mexico have fallen 580,000 metric tons
under 21 years of NAFTA.

o Poultry: U.S. exports to Korea of poultry have plumme3&gercent under the firshreeyears of
the Korea FTA a loss of more tha24,000 metric tons of poultry exports each year.

0 Rice:U.S. exports to Korea of rice have fallEBp er cent under tthreeye#tdr ea F
a loss of nearly 13,000 metric tons of rice exports each year

0 Soybeans and Soybean Product&l.S. exports of soybeans and soybean products to U.S. FTA
partners have grown just 8 percent (759,000 metric tons) while growing 52 percent (17.3 million
metiic tons) to the rest of the world since 2011 (the year before the most recent FTAs took effect).

0 Vegetables:U.S. exports of vegetables to U.S. FTA partners ffiaglen 21 percent (more than
13,000 kiloliters) whilegrowing 721 percent (more than 14,00bkters) to the rest of the world
since 2011 (the year before the most recent FTAs took effect).

o Wine: U.S. net exports of wine to Canada and Mexico have fallen more than 24,000 kiloliters
under 21 years of NAFTA. And while FTA proponents have claimee \as a winner under the
Korea FTA,average annual U.S. exports of wine to Korea have increased by just 166 kiloliters
less than 0.005 percent of the wine sold in the United States each yeawikkisesold in an
averagehalf hourin the United Statethan the gain in U.S. wine exports to Korea in an average
yearunder the Korea FTAZ®
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Three Years of Korea FTA Sho
OMore Export s, More Jobsdo T

Trade Deficit With Korea Balloons 90 Percent as Exports Fall and Imports Surge
Under Korea Pact Used as TransPacific Partnership Template

U.S. government trade dag@vering the full first three years of the UKorea FTA reveals that the U.S.

goods tade deficit with Korea has nearly doubfédThe U.S. International Trade Commission data

show Korea FTA outcomes that ar e nforbegportQmpoobs i t e
promise for that paét’ which it is now repeating for the TPPiagies to persuade Congress to

approve the controversial d&4f

o The U.S. goods trade deficit with Korea has swelled 90 percent, ct&6billion, in the first
three years of the Korea FTA (comparing the year before the FTA took effect with thgetiirof
implementation)

o0 The trade deficit increase equatesh®e loss of more than 90,000.S.jobs in the first three years
of the Korea FTA, counting both exports and imports, according to thejtlaslatio that the
Obama administration used to j&ct job gainsfrom the deaf?

o U.S. goods exports to Korea have dropped 7 percent, or $3 billipn under t he Kor ea
three years

o U.S. mports of goods from Korea have surged 18 percent, or $10.6 billion the first three
years of the Korea FTA.

o Recordbreaking U.S. trade deficits with Korea have become the new normal under theifr TA
35 of the 36 months since the Korea FTA took effect, the U.S. goods trade deficit with Korea
has exceeded the average monthly trade deficit in the three yedrsfore the deal.n January
2015, the monthly U.S. goods trade deficit with Korea topped $3 hilltbe highest level on
record.

o The 90 percent surge in the U.SKorea goods trade deficitin the first three years ofthe FTA
starkly contrasts with the 2 percentdecreasen the global U.S. goods trade deficit during the
same period.And while the strengthening value of the dollar has inhibited overall U.S. exports
recently, U.S. goods exports to the world have remained level (zero percent change) while U.S.
exports to Korea have fallen during the FTAOGS

o The U.S. manufacturing trade deficit with Korea has grown 47 percentor $10.6 billion, since
implementation of the Korea FTA. The increase owes to a 1 percent, or $0.5 billion, decline in
U.S. exports to Korea of manufactured goadd a 17 percent, or $10.1 billion, increase in
imports of manufactured goods from Koré.

o U.S. exports to Korea of agricultural goods havéallen 5 percent or $323 million,in the first
three years of thKorea FTA. U.S. agricultural imports from Korea, meanwhile, have grown 29
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percent, or $103 million, under the FTA. As a result, the U.S. agricultural trade balance with
Korea has declined 6 percent, or®$426 million

Data Omissions and Distortions Cannot Hide Bleak Korea FTA Qutcomes

The Office of the U.S. Trade Representative (USA&Y tried to obscure the bleak Korea FTA results

as congressional i re about the pacforCongresstoel i ng
approvt he TPP, for which the Kor ea fclseorsteerthrce d as
anniversary of the Korea FTA®ds implemefftation |

o USTR misleadinglyemphasize a relatively smalhcrease in U.S. exports to Korea of passenger
vehicles under the FTA, whilemitting the much larger surge in jabsplacing imports of
passenger vehicles from Korea. U.S. imports of passenger vehicles from Korea have ballooned by
416,893 vehicles in thigrst three years of the Korea FTA, dwarfing a 24 2&Ricle increase in
U.S. passenger vehicle exports to Korea. As a result, the U.S. trade deficit with Korea in passenger
vehicles has grown 46 percéntAnd while total U.S. automotive exports to Koteave
increased $0.7 billion in the FTAG6s first thr
risen $6.4 billion. As a result, the U.S. automotive trade deficit with Korea has swelled 36 percent,
or $5.7 billion, under the FTA*

0 USTR also claims thahe decline in U.S. exports to Korea under the FTA is due to decreases in
exports of fossil fuels and corn. But even after removing fossil fuels and corn products, U.S.
exports to Korea still have declined by $1.5 billion, or 4 percent, in the firgt yleags of the
FTA.Z*® Productspecific anomalies cannot explain away the bioased drop in U.S. goods
exports to Korea under the FTA.

o0 USTR also trieso dismiss the decline in U.S. exports to Korea under the FTA as due to a weak
economy in Korea. But th€éorean economyias growreach year since the FTA passed, even as
U.S. exports to Korea have shrufiRK or eads gr oss d o mwasslZpéraentpr oduct
higher than in the year before the FTA took effect, suggesting that U.S. exports to Korea should
have expanded, with or without the FTX, as a
Instead, U.S. exports to Korea have fallen 7 percethigirirst three years of the FTA.

0 USTRcountsforeigpr oduced goods as AU.S. exports, o fa
figures. USTR often reports export numbers th

e X p oirgbodsimade abroad that passtigh the United States before beingerported to

other countries. By U.S. CensBareaudefinition, foreign exportaindergo zero alteration in the

United States, and thus support zero U.S. productiorf{dEsch month, the U.S. International

Trade Commision removes foreign exports from the raw data reported by the U.S. Census

Bureau. But USTR regularly uses the uncorrected data, inflating the actual U.S. export figures and

deflating U.S. trade deficits with FTA partners like Koreethe first three yes of the Korea

FTA, foreign exports to Korea have risen 13 percent, or $290 million, which USTR errantly counts

as an increasé€®in AU.S. exports.o
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U.S. Small BusinessesHave Endured Slow and
Declining Exports under oOF

Largecorporationgushing for the TPP and TraAdlantic Free Trade Agreement (TAFTA), two
sweeping deals under negotiation that would expand the status quo trade model, have created a new
sales pitch: these controversial pacts would be a gift not primatifyem, but tesmallbusinesse&™

The Obama administration has made similar claims that these pacts would help U.&xdmmatium
enterprise®oost exporté* often on the basis that SMEs comprise most U.S. expéfters.

But SMEs comprise most U.S. expodifirms simply because they constitute 99.7 percent of U.S.
firms overall®*®* The more relevant questisarewhat share of SMEs actually depend on exports for
their successand for those that actually do export, how have they fared under FTAs serving as a
model for the TPP and TAFTA?

Only 3 percent of U.S. SMEs (firms with fewer than 500 employees) export any good to any country.
In contrast, 38 percent of large U.S. firms (with more than 500 employees) are eX{joBees if

FTAs actually succeeded in boosting expossich government data show they do fiGexporting is
primarily the domain of large corporations, not small businesses.

Therelatively fewsmall bugnhesses that do actually expbeve seen even more disappointing export
performance under FTAs than large firms have seen. Small firms have endured a particularly steep fall
in exports under the Korea FTA (the U.S. template for the TPP), particularly slow export growth under
NAFTA (theU.S. template for the Korea F)Aand declining export shares under both deals.

o U.S. small businesses have seen their exports to Komeclineeven more sharply than large
firms under the Korea FTA. U.S. Census Burealatareveal that both small and lar@).S. firms
saw their exports t otwdyeas(halatdstealallable data sepaeatedby A 6 s
firm size), compared to the year before implementaBoh.small firms fared the wordEirms
with fewer than 100 employees saw exports togdalrop @ percent while firms with more than
500 employees saw exports decline 3 percent. As a result, under the Korea FTArramaik
capturing an even smaller share of the value of U.S. exports to Kdrpar¢ent), while big
busi nes s sinddeasecttd? peecent*a

o Smal | busi nesses’ expor Caporataané govemmentefficas nder N
promisedthat small businesses would be major winners from NARfgtead growth of U.S.
smal | busi nesmeNABTA®UNpieswasnearlytvace aslhiphas the growth of
their exports toNAFTA partners Canada and Mexifrom 1996 to 2032 (the earliest and latest
years of available data separated by fimsize)Smal | fi rmsé exports to I

by 39 percent, whileheir exports to the rest of the world grew by 77 percent, according to U.S.
Census Bureau datd’

o Small firms’® exports to Mexico and Canada und:
much as | arge firms’ €39 pewanttvs. 3 peroentil hdlI9B20k8ar t ner
window of data availability)As aresultU. S. small Dbusinessesd share

Mexico and Canada has fallen under NAFTA. U.S. firms with fewer than 100 employees saw their
share of U.S. exports dAFTA partnersdecline fom 14 to 10 percent from 1996 to 2@1Had
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U.S. smalifirms not lost their share of exports to Canada and Mexico under NAFTA, they would
be exporting $8.6billion more to thosmationstoday?*®

o NAFTA has donenothing to change the fact that a miniscule portion of U.S. small businesses
export. After 20 years of NAFTA, just @ percent and .1 percent of U.S. small businesses
exportedo Mexico and Canada, respectively, compare®tpetcent and percent ofdrge firms
(in 2013, the latest year of availabtiataon total firms by size}*° Selling anotheFTA as a boon
for small business export®ntradicts the empirical evidence

Unpacking Data Tricks Used to Hide Job -Displacing
Trade Deficits under U.S. FTAs

The Office of theJ.S. Trade Representativdaimsthatthe United States has a trade surplus with its

20 FTA partner countries® Thisassertion s at t he center of the admin
Congress tapprove the TPRvhich is modeled on the past FTA&t, if one reviews the U.S.

government trade dataavailable to allon the U.S. International Trade Commission (USITC)

website,in fact in 2014 we had a $175 billion goods trade deficitwith the FTA nations.?**

Typically our services surplus with FTA partners is in the $780 billion range**? That means we

have a large overall trade deficit with our FTA partners.So, how can USTR claim we have a

surplus? To make the data support their political message, USTR eithersdolgleliner broad sectors

in which we have trade deficits (e.g. what the\
artificially inflates export levels bgountingforeignmadegoods as U.S. exportafter USTRD s

methodology was challengset againjn a March 19, 2015 letter signed by members of Congréss,
USTR i ssued ®aBefifoanc tarseh eleSITRO s cl aims versus the

USTR Claim"The reality is that the United States runs a trade surplus in goods and services with our collective
free tradeagreement partner Look at the official U.S. government data collected by the Census Bureau consistent
with UN Statistical GuidelinesAdd up all the exports to our FTA partners and subtract allrtiports and you get a
surplus. o

FACT: The reality is that the combined U.S. goods and services trade balance with our 20 FTA
partners in 2013 was a $105 billion deficit (a $180 billion goods trade deficit and a $75 billion
services trade surplus). The United States raa $177.5 billion goodsrade deficit collectively, with its

20 FTA partners in 2014. As USTR note, one candok at the official U.S. government data
collected by the U.S. Census Bureau with respect to trade in goods and do the math Borséilat
you get when you add ufli af the exports and subtract all of the imports from our FTA partners is a
large goods trade deficithe data are made available to the public by the USITC at
http://dataweb.usitc.govlhe USITCpresentation ofhedata areonsistent with UN Statistical Guidelines
which recommend thatq'ex por t s fibe s dcpded) rtaealytical pughasery As foi e d
servicescontrary to USTR6s claim, the Census Bur ea
comes from the Bureau of Economic Analysis on a quarterly basis and can be aoess¢8ervices
tradedata for 201ave only been postédr some U.S. FTA partners.)

USTR Claimfil f you buy something from Canada for 100 doll a
losing a 100 dollarg][ sic]
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FACT: USTR tries to explain why @dountsforeign-ma de pr oduct s abkichfsbowS exp
USTR artificially inflates U.S. export figures and deflates U.S. trade deficits with FTA
partners.”®fiForeignexpor® (@l s o kenxopwonr tasso )firaer e goods made ab
United States, and then-exported agaiwithout undergoing any alteration in the United Sta{éhat

is the U.S. Census Buredefinition”®) USTR6s number s cforexampleagsodsi U. S.
manufactured entirely in China that enter §an Dieggortand do nothing but sit in a warehouse

before beindrucked 18 miles south amd-exported to Mexicoln order to get the numbers necessary

to support its claim that we haverade surplus with our FTA partnet$STR mustcount these as

U.S. exports even though the goods were not produced here, nor deaipipeyta singleU.S.

production jobWhile USTR is correct that a firinsay, Walmari does not lose money by landing

cags of Canadian grown and processed canola oil at a southern California port, and then shipping it by
truck for sale in Mexico at a marked up prittes is unrelated to the fact that these Canadian goods

should not be counted as U.S. exports.

USTRCIlaim: fiFor an applego-apples comparison, you have to look at measures that look comprehensively at

both imports and export$hat is what the Department of Commerce, the official source of U.S. trade data, does

when it releases trade balance data every momtihat 6 s what UN st atWett ciamk guh atd
better approach than systematically overstating i mpor

FACT: No one contests that the UGensudBBureaugathers the official government data on U.S.
goodsexports including whether goods that were shipped out of U.S. ports were producédehere
U.S.idomestic exporty or werejust reexports of foreigrproduced goods (i.@foreign

export®). But the U.SCensusBureauds monthlytrade dataeportson U.S. expats toeachU.S.trade

partner lump foreign exports in with U.S. domestic expéftavever, theJSITC reports thse

government trade data with foreign exports removed, providing the official dat&semade exports.

USTR chooses to use the raw data vigtieign exports still includedVe think that counting only

US-made exports as “U.S. exports?” -producedgobdstot er a
systematically overstate U.S. exports to FTA partnersAnd only counting U.Smade exportss the

stardard practice othe USITC whenit prepares thetatutorilyrequiredreportson the probable

economic effects of pending FTAs for Congress and the administraéiehd USC 3804(f)¥8 That

is, the official, statutorily -required government analysis ofpending FTAs on which the

admi ni stration and Congress rely does not count
does In addition, these reports typically become the basis for promises from the administration that a
given FTA will boost U.S. exportand jobsThe Obamadministratiorpromisethat the Korea FTA
wouldcreate 7000 U. S. jobs was based on the USITCO6s p
exports under the dead. white Housdfactsheet stated, The U. S. Il nternatmasonal T
estimated that the tariff cuts alone in the LK8rea trade agreement will increase exports of American
goods by $10 billion to $11 billion. The Obama Administration is moving this agreement forward to

seize the 70,000 American jobs expectedtobesupp ed by t hose incré&ased o
For an appleso-apples comparison of how well promises made for a given FTA have panned out, we

need to use the same definition of AU.S. export
assed by the USI TC, does not i nto-&ppleseomparisom, €.5.gn e
goods exports to Koreahave falled3t$i | | i on in the Korea FTAG6s firs

goods trade deficit with Korea has increase8.&hillion over the same period. Using the ratio that

the administration employed to promise 70,000 jobs based on projected goods export jrmsrdases
counting both exports and importse $.3.6billion declinein net U.S. goods exports to Korea equates

to more thar0,000lostU. S. jobs in the FTAG6s first three vy«
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USTR ClaimThe ITC does not produce any original trade data or make any corrections or adjustmenatedo
irawo Ce nltspresentgdCerisas data with no adjustmého u  d o n Gake obravereforitlde r e 6 s

what the ITC websitesayst Census i s the official source of U.S. i mg
material on [the ITC website] was compiled from official statistics of the U.S. Department of Commerce, Census
Bureau. o

Yes, the U.SCensusBureaugathers the official government data on U.S. exgolbsth thoseéhat are

actually produced in the United Statesl those produced in a foreign countngleed, it igshe U.S.
Censusureauthat marks when goodsgorted from the United States wgneduced in the United
States (1. e. U. S. fdome st Hexporteof fpreigrrosuced gomds (i.e.wh e n
if or ei g nBuetkepJ&rQerssus Bureau does not display these data for individual FTA

countries in its monthly trade repo%.l nst ead, the U.S. Census Burea
exports to each trade partner lump foreign exports in with U.S. domestic exports. Each month, the
USITC makes available to the publie U.S.CensuBureaudata on U.S. domestic exports to

individual trade partners, with foreign exports removed, via its web phbttpl/(dataweb.usitc.goy/

typically within one to twadays of the).S. CensuBureaudata releasesiven the availability, via

the USITC, of the governmenttrade data that separate out the foreign exports that falsely inflate

U.S. export levels, whydoesUSTR continue touse thedata that conflate domestic and foreign

exports?

USTR ClaimUSTR useshet official measure of trade balance, provided by the Census Bureau and available
through the | TCb6s web sdatpep,| ewsh i ccohmpparroivsiodne so fa nii taoptpall e se X |
i mporAtgaa.im, you dono6t habler ¢ Gisha VEkeebsie says aboat thd mefasure citedt .

by USTR: ABYy subtracting generadlxpompost ssout dmappealk ¢
out, 6 and hence the measure can be a greulingkosmt i mat e of
i nternat i ©ed@C alsb motestlat this is the measure used by Census, the UN, and thHzy\war@rast,

the approach suggested by the authors at the press conference results in creating the appearance of larger trade
deficits and smaller trade surpluses because it mixes and matches items for comparison.

FACT:Actual |l vy, USTR’ s quote of t heysubBactihghensralb si t e
imports from total exports, the valueofree x port s woul d appety’ toappel i
to the U.S. trade balance with the entire world, not with individual countries And the quote

makes that clear, witthe USITC explaining thathis methodic an be a good esti mat
or loss of national revenue resulting frorm t e r n a t f*'drmaaig, this caleuthteon works for
determiningtotal U.S. net exports to the worhdhich is included in the formula to determine U.S.

gross domestic product. But using this formula to calculate bilateral trade balances, as USTR doe
distorts the results. Consideigood produced in Chirthatenters the United States and then is re

exported to MexicoU S T Rniethod of calculating the U.S. trade balance with Mewioald count

that good as a U.S. export to Mexiddnis would inflateour exports to Mexico, and thus artificially

reduce our trade deficit with Mexic¥es, the net effect on tlggobal U.S. trade deficit would be
approximatelyzero (heimport from Chinavould be washed out by the exporiMexicoin the total

U.S. tradebalance with the world But as members of Congress assess the merits of entering into
controversiapendingFTAs that are based on the same model as past,Riidg want to know the

actualU.S. trade deficit withndividual FTA partners a deficitthatsar t i f i ci al 'y r educ
inclusion offoreign exports.

USTR Claim(from The Hill} The office of the USTR points to data from the Department of Commerce that
shows the U.S. has a trade surplus with its 20-firage partners when goods asdrvices, nofenergy goods,
manufacturing, agriculture and services are includBaiat calculation yields for a $10.2 billion surplus in calendar
year 2014°
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FACT: USTR is chernpicking data to get the result it seékshoosing to exclude all goods desin

as relating to Aenergy, 0 in sectors in which we
means keyefrgoyn goods. 0 But even if exefrggongoaldk
balance with its FTA partners in 2014 wadddicit of about $112 billion. (This is using the designation

for Afossil f uel siOHTSE 37p Assuaning ayseruicesdrade susplusWBhTFRA
partnersof $78 0 bi | I i on, t he ¢ o mbeinneerdg yw. Sg.0 osdesr vhiacl easn cae
partnerdn 2014 was stilla$33 7 bi Il Il i on trade deficit. The only
energyo goods and services surplus with FTA pat
manufactured products as 0ener gyndhe defidit ealcudaton,g o 0 d ¢
and/or by counting foreigpr oduced goods as AU.S. exports, o wl
al so excluding billions of dollarsd worth of m:

an FTA trade surplus is ewenore dishonest, as mabyS.jobs depend on manufacturing, for
example, wind turbines, electrical grid components, batteries and other-eslatgy products. It
would be extremely misleading to claim that trade flows affecting these jobs do not matter.

Conclusion

It is little wonder that majorities of Republicans, Democrats and independents alike oppose the status
quo trade pact mod&t* More than two decades of NAFT£e WTOand NAFTA expansion pacts
havecontributed tesurging U.S. trade deficitsyidespreadJ.S.job loss, a flood of agricultural

imports, downward pressure ariddle-classwages and unprecedented levels of income inequality.
Behind the aggregate data lie shuttered factories, lost livelihoods and struggling communities. These
outcomedirectly contradict the rosy promises made by corporate interests to sell these controversial
deals to a skeptical U.S. Congress and public.
agenda to revive U.S. manufacturing, boost midtfss wags and tackle inequalf}?i an agenda

that the TPRvould undermine T he Obama a d nuoryetasother AIAFTAexparsionp u s h
deal casts a blind eye to the damaging legacy of the current trade model. With opinion polls showing
that theU.S.publicispai nf ul Il y aware of this | egacy, the act
opposition in the halls of Congress and the court of public opinion. Turning a blind eye to the lived
realities of the NAFTA trade model is unlikely to prove a winning strategy.

Annex: Fact-Checking Corporate and Obama
Administration Trade Data Distortions

Years of unfair trade deals modeled aft&FTA have contributed to ballooning U.S. trade deficits,
mass offshoring of good U.S. jolasd a historic increase in U.S. income inequaBiyt rather than
change our failed trade policies, tBbamaadministration appears bent on tryimghide the fact$ by
changing the dat&s USTR pushes for the largest expansions ofNWd-TA model todatei the

proposed TPP and TAFTAIt hasresorted to data distortions to obscure the dismal outcomes of past
trade deals.

Below isa samplingot h e a d mi mecentnisleadingctaim®, based on data distortions and
omissions, alongside the sobering realibéstatus qudrade policies, based on official U.S.
government data.
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Administration Trade Myths

Reality

fAImost 95% of the world's consumers are
outside America's bordecg®®

Lessthan 2 percent of the world's consumers$ive
in TPP countries with consequential tariffs. Most ¢
those consumers live in Vietn&?,where minimum
wages average less théd cents an hour meaning
they earn too little to afford U.S. expoff.

AThroughthis agreemerjthe TPP] the Obams
Administration seeks to boost U.S. economi
growthy*®®

The only U.S. gover nme
impacton economic growtfoundthat even if the
deal eliminatd all tariffs in all sectors irall
countries, itwould produce precisel.00 percent
U.S. economic growttf®®

Jobs lost to imports tend to pay even higher wagg
than jobs supported by exportsFor example, EPI

Nféexporters tend t o |estimatesthatthe average U.S. workarnnndustry
wagés. o competing with imports from China earns $1,022
week, while the average worker in an industry thal

exports to China earns just $873 per w&ek.
See the data trTPRyths:behi nd USTR

http://www.citizen.org/tradenyths

"The largest factor affecting the trade balanc
with NAFTA countries is the importation of
fossil fuels and their byproducts. If those
products are excluded, there is no defiit

The fossil fuels share of our tradefidit with Mexico
and Canada has declined under NAFTA, wihike
total NAFTA deficit has surged565 percent,
topping $182 billion 2"

fiSince its entry into force, U.S. manufacturir
exports to NAFTA have increased 258%

Since NAFT A Gasnuatgnoath in th8.n
manufacturing exports to Canada and Mexico has
fallen 41 percent below the preNAFTA rate .*"

fi éunder NAFTA, U.S. trade with Canada ai
Mexico have supported over 140,000 small
mediumsized businesses’®

U.S. small f i r msparthersxhave
grown only half as fast as their exports to the rest
of the world, and less than half as fast as ldigaso
exports to Canada and Mexitd.

See the

dat a

tricks behind USTRE

http://www.citizen.org/documents/NAFTFASTR-datadebunk.pdf

fiLargely due to these two external factors
[declines in corn and fossil fuel exports], tote
U.S. goods exports t¢orea were down 4.0%
in 2013 compared to 2011 (pFTA).6%"®

Ourtrade deficit with Korea has ballooned 90
percentunder the FTA, and exports to Korea have
fallen. Without corn and fossil fuels, the deficit risq
and export fall remaif’®
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nU.S. exports of kegygricultural products
benefiting from tariff cuts and the lifting of
other restrictions under KORUS continued t¢
post significant gain&®®°

Total U.S. agricultural exports to Korea
havefallen 5 percentunder the FTA®

fiU.S. vehicle exports have more th@doubled,
increasing from 16,659 vehicles in 2011 to
37,914 vehicles in 201&%?

U.S. imports of passenger vehicles from Korea
have ballooned by 416,893 vehicles the first three
years of the Korea FTA, dwarfing the 24,23ahicle
increase in U.S. passasrgvehicle exports to

Korea?83

See the

dat a

tricks behind USTRS®

http://citizen.org/documents/koréta-3-years.pdf

Corporate proponents of expanding the unpopular NAFTA model through the TPP and TAFTA have
been hard at work to churn diiictd sheets and studies praising the deals. But among the many sheets

arefew facts. Below we wade through the spin froonporatecoalitions andndustrydriven think

tanks to debunk the counterfactual claims.

Corporate Trade Myths

Peterson Institutefor International
Economics The TPP "promise[s] substantig
benefits and could lead to...a more peacefu
and prosperous workconomy.?8*

(It was the Peterson Institute that projected
1993 that NAFTA would create 170,000 nej
new U.S. jobs in the pact's fitsto years’®
Instead hundreds of thousands of U.S. jobs
have been lost under NAFTA

Using optimistic assumptions, ghpro TPP study
projected the deal could result in a meag2r 0.
percent increase to U.S. gross domestic product
(GDPY?¥'i a fraction of the GDP increase from th
fifth version of théPhone?®® CEPR findsthatfor 9
out of 10 U.S. workers, these tiny gains likely
would be outweighed by a TPPspurred increase
in income inequality .2®® The net result? A pay cut
for all but the richest 10 percent.

Corporate alliances of th@rade Benefits
America" coalition: The TPP will "open new
markets in countries that are not current FT
partners.*®

Under the Korea FTA the U.S. template for the
TPPiT U.S. exports to Korea have actudtyien.
Overall,U.S. export growth to FTA partners has
actually been20 percentlower than to non-FTA
partner countries.”®* How can we do more of the
same and expectfterent results?

The Third Way think tank : the TPP would
help the United States "increase U.S. expo|
by almost $600 billion" to "AsiPacific
markets.?%?

This study's $600 billion projection was based or
hypothetical rise in exports to 12 countriesvén
are not even in the TPP. Two more are in the TP
but already hav®).S.FTAs. That leaves three of

the 12 countries for which the TPP could even

plausibly boost exports..if we ignore the fact that
past FTAs have not brought higher export groft
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U.S. Chamber of CommerceThe TPP could
create "700,000 new U.S. jobS*

The Chamber did not say how they decided this
would be the TPP's impact on jobs. They simply
said it was based on the above Peterson Institutg
study, which included a miniscule GDRopaction,
but no jobs projectiorit is unclear how the
Chamber pulled a jobs number from a study that
did not produce one®®®

Emergency Committee for American
Trade: "recent data suggest that trade
agreements, on the whole, actually help to
improve U.S. tade balances with FTA partn|
countries.?®

The aggregate U.Sgoodstrade deficit with FTA
partners has increased by more than $33billion,
or 427 percent, since the FTAs were implemente
In contrast, the aggregdteS. goods tradeleficit
with all nonFTA countries has decreased by mor
than ®5billion, or 11 percent, since 2006 (the
median entry date of existing FTAS).

European Centre for International Political
Economy. Elimination of tariffs under
TAFTA could resultin a 0.1 to 1 percent
increasen U.S. GDP*®

Tariffs between the lEopeanJnionand the United
States are already quite low. That is why this stu
on the potential impact of TAFTA tariff eliminatio
produced paltry result&ven if we accept the
study's unrealistic assumption that TAFTA
would eliminate 100 percent of tariffs, the
projected gain would amount to an extra three
cents per person per day>®

Centre for Economic Policy Research
Assuming that TAFTA will not only eliminat]
tariffs, but "nontariff barriers," the deal coulg
produce a 0.2 0.4 percent increase in U.S.
GDP3%

This study assumed that TAFTA would reduce o
eliminate up to one out of every four "ntariff
barriers"i which, according to the study, could
include Wall Street regulations, food safety
standards andacbon controlsThe study used a
hypothetical model to project tiny gains from this
widespread degradation of public interest
protections, while making no effort to measure
the economic, social or environmental costs that
would result.**

TheAtlantic Council, theBertelsmann
Foundation, and theBritish Embassy. Under
TAFTA, "all states could gain jobs and
increase their exports to the E&§?

This study was a recycled version of the one abg
from the Centre for Economic Policy Resealth.
used the same assnption: that TAFTA would
produce small economic gains from the
weakening of financial regulations, milk safety
standards, data privacy protections and other
"trade irritants” —at no cost to consumers®
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145146.

10william R. Cline, Trade and Income DistributiofWashington, D.C.: Institute for International Economics, 1997), at
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