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Chapter 5
Fast Track to Lost Jobs

NAFTA FTAA WTO

1. About the author - Robert E. Scott

Dr. Scott joined the Economic Policy Institute (EPI) as an international economist in 1996. Before
that, he was an assistant professor with the College of Business and Management of the University
of Maryland at College Park. His research has been published in The Journal of Policy Analysis
and Management, The International Review of Applied Economics, and The Stanford Law and
Policy Review, and he has written editorial pieces for The Los Angeles Times, Newsday, USA
Today, The Baltimore Sun, and other newspapers. He has represented U.S. industries as an expert
witness on the economic effects of imports in several cases before the U.S. International Trade
Commission concerning unfair trade complaints. Areas of expertise include trade, NAFTA, global
finance, international economic comparisons, trade effects on the U.S. textile, apparel, and steel

industries, and so on.
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Net job losses have accelerated sharply since 1994 when NAFTA and the World Trade

Organization came into being. EPI's Briefing Paper written by Robert E. Scott, Fast Track to Lost
Jobs, shows that a long-term trend of net job losses in trade-sensitive industries grew largely
undetected just under the surface of the recent economic boom, indicating trouble ahead as the

economy's downturn deepens.

2. Fast Track

Fast Track (also called "Trade Promotion Authority") is a bill that gives the President authority to
negotiate trade pacts with other countries without any input from Congress. The President was
granted fast-track authority almost continuously from 1974 to 1994, but the authority lapsed and

has not been renewed till 2002.

Legislation to renew the President's fast-track authority (H.R. 2621) reached the House floor in
1998, but was defeated by a vote of 180-243 largely along party lines. The major issue was then,
as is now, the role of labor and the environment as objectives in trade agreements. On May 10,
President Bush provided Congress with an outline of his 2001 legislative agenda for international
trade. The enactment of U.S. Trade Promotion Authority (TPA), or fast track, is at the top of the
agenda. The authority would be used for a new WTO round, a Free Trade Area of the Americas
agreement, and other regional and bilateral negotiations. The proposal includes 13 negotiating
objectives. One objective deals with protection of children and adherence to core labor standards.
Another deals with mutually supportive trade and environmental protection policies. Along with the
legislative agenda, the President submitted an illustrative list identifying a "toolbox" of labor and
environmental actions the United States could take together with trade negotiations. Reaction to
the President's proposal has been mixed. The Administration has favored the idea of an omnibus
trade bill containing fast-track provisions and other trade measures. Democrats oppose the

omnibus bill proposal.

Congress approved Fast Track (also called "Trade Promotion Authority”) in summer 2002. This
authority will last for five years beginning in 2002, with a two-year extension. The purpose of Fast

Track is to transfer most of Congress's responsibility to the President and the people he appoints in
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the Executive Branch. Because the Fast Track Bill passed, Congress will now only be able to vote

YES or NO on the complete FTAA. Many will be reluctant to turn down the whole package for the
sake of a few missing environmental or labor standards. The FTAA will be proposed to Congress in

2003 or 2004.

3. About U.S Trade Deficits

Over the past decade, U.S. trade deficits have grown steadily. As each monthly report of the latest
trade statistics is released, the print media and the broadcast news carry commentaries and
debates over the causes of the deficit and its consequences. Some take the position that trade
deficits are the result of U.S. prosperity and that the inflow of foreign capital and goods have kept
inflation and interest rates low and boosted productive investments: they are essential components
of American prosperity. Others see a more troubling side to the deficits. They see the deficits as
evidence that globalization and the workings of the world trading system pose threats to continued

U.S. prosperity.

Democratic and Republican Commissioners hold differing views on the causes of the trade and

current account deficits.

In the view of the Republican Commissioners, U.S. and foreign macroeconomic performance
primarily cause trade and current account deficits. In the 1990s, the relative strength of the U.S.
economy led to substantially increased imports, while the relative weakness of many of their
trading partners led to much slower growth in exports. The long-standing tendency for U.S. imports
to grow faster than U.S. income adds to this faster growth in imports compared to exports. Trade
barriers are objectionable, but not because they are a major cause of trade deficits. International
capital flows, in their view, are also a consequence of the relative strength of the U.S. economy.
With a higher rate of return on investments here than in other countries, the United States is an
attractive target for investment. This brings substantial benefits to the United States. In particular,
since total saving in the United States is less than total investment, capital inflows help to finance
investment that otherwise could not occur. Furthermore, the large net capital inflows have been

keeping the dollar stronger than it would be otherwise. The strong dollar makes U.S. exports less
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price competitive and U.S. imports more attractive, contributing to the trade deficit.

In the view of the Democratic Commissioners, the U.S."' large and growing trade and current

account deficits are caused by a number of long- and short-term factors.

Key long-term factors include:

» Unequal relationships with America’s major trading partners. The U.S. market is more open to
imports than any other country in the world. High non-tariff barriers to trade in foreign markets are
an important cause of this problem.

* Predatory practices, such as dumping, that have increased U.S. imports.

* Foreign government subsidies to foreign companies for research, development, and production
that have not been effectively challenged or countered by the U.S. government.

» Multinational corporations driving globalization. U.S. firms have been world leaders in eliminating
jobs at home and moving production technology and production offshore.

* The loss of competitiveness of U.S. firms on the one hand, with developing countries that depress
workers’ rights, environmental standards, and workers’ wages so as to lower costs and unfairly
compete for larger shares of the U.S. market, and, on the other hand, with those from Europe and
Japan because they often have higher levels of productivity growth than the United States.

» The failure of other nations, especially in developing countries, to enforce their labor and
environmental laws and observe internationally recognized labor standards.

* Low rates of saving in the United States, which have also contributed to trade and current account

problems.

Short-term factors have also contributed to the growth of the trade deficit. These include: (1) higher
oil prices, (2) the increase in the value of the dollar since 1995 that has made imports cheaper and
the price of their exports more expensive to foreign buyers, and (3) slow economic growth in other
countries. We also found that the U.S. manufacturing sector accounts for most of the U.S. trade
deficit. Manufacturing industries will have to expand significantly if the United States is going to
respond effectively to trade deficits and globalization. To do this, the United States will need new
trade and development policies that will help rebuild manufacturing and reduce unfair barriers to

trade around the world. They also need new tools to encourage U.S. multinationals to maintain
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jobs, technology, and production here in the United States.

trade deficit
economic stimulus
production capacity
balanced trade
globalization
inflation-adjusted
boom-and-bust cycle
stock market bubble
value-added taxes
trade liberalization

fair trade

1. Yet despite substantial evidence that current trade policies have resulted in massive
trade deficits and job losses, the Bush Administration is pressing Congress for “fast track”
trade negotiating authority, by which the President could submit trade agreements to
Congress for ayes or no vote with amendment. p.95

“despite” “by which” “ "
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2. The sustained appreciation of the U.S. dollar also encouraged investors around the world

to build new and expanded production capacity at home to export more goods to the U.S.
As a result, U.S. markets have been flooded with imports from Asia, Europe, Central and
South America, and Africa since 1994. (p.96)

“sustained” “kept up prolonged” “appreciation”

“evaluation”

1994

3. Rather than putting new trade deals on a fast track, policy makers should step back for a
strategic pause, during which they can review the structure, enforcement, and effectiveness

of U.S. trade policies. (p.97)

put ... on track” “fast track”  “ "
“step back for a strategic pause” “a strategic

retreat”

4. Many U.S. firms, especially makers of aircraft and other high-value industrial machinery
and equipment, maintain that these laws are essential to counteract EU’'s WTO-sanctioned
rebates of value-added taxes on their own exports. (p.100)

“WTO-sanctioned” “ WTO §

1 WTO ” “ ”

WTO

5. There is no doubt that, in the long run, a system of both freer trade and fair trade which

ensures that all participants play by a well-defined set of humane, market-based rules can

maximize incomes for most, if not all, countries around the world. (p.100)
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“free trade” “fair trade” free traders
(fair traders) which

“a system of both freer trade and fair trade”
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