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Trade Promotion Authority and Economic Freedom

Bryan Riley

Earlier this year, legislation was introduced to
give President Obama Trade Promotion Author-
ity (TPA) that would put new trade agreements on
the fast track to congressional consideration.! Under
TPA, the President could negotiate agreements with
other countries that would then be submitted to Con-
gress for an up-or-down vote with no amendments.

Many who have commented on this proposed
legislation, officially titled the Bipartisan Congres-
sional Trade Priorities Act of 2014, appear to have
only alimited understanding of the benefits of trade,
focusing primarily on liberalizing other countries’
laws to boost U.S. exports. This is well and good, but
it ignores the massive benefits that accrue to U.S.
businesses and consumers when the U.S. liberalizes
its own laws, lowering prices here and boosting man-
ufacturing efficiency.

Advancing Economic Freedom. Some propo-
nents of TPA seem to think that its purposeisto open
other countries’ economies. For example, according
to Senator Max Baucus (D-MT), “Why do we need
this bill? For several reasons. First, we have to level
the playing field with our international competitors.
The United States is already open to trade, but too
often, our trading partners are not.”*
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This view is prevalent on Capitol Hill. But the
following current U.S. policies suggest that there is
more to the story:

m High tariffs on imported shoes and clothing,
which have been called America’s mostregressive
tax, cost Americans billions of dollars per year.?

m Costly U.S. restrictions on sugar imports are the
modern version of the Molasses and Sugar Acts,
which contributed to the American Revolution.

m U.S. anti-dumping laws reduce competition
and increase the price of inputs used by U.S.
producers.*

m Mandatory “Buy American” laws force govern-
ments at the federal, state, and local levels to use
domestically produced products even when low-
er-priced imports are available, leading to higher
taxes and/or larger budget deficits.

m Obsolete shipping restrictions such as the Mer-
chant Marine Act of 1920 (also known as the
Jones Act) and the Passenger Vessel Services Act
of 1886 require ships moving from one U.S. port
to another to be U.S.-made, U.S.-owned, and
U.S.-crewed, thereby artificially increasing cargo
transportation costs.

Trade negotiators should not be in a position of
defending U.S. barriers. The U.S. should instead
work to reduce both foreign and U.S. protectionism.
From a practical standpoint, previous trade agree-
ments have created an environment that allowed
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legislators to bring down U.S. trade barriers that
would otherwise probably still be in place.

Baucus further stated that “TPA will call for
countries to adopt and maintain core labor stan-
dards and environmental commitments—not just
enforce their own laws as they stand. The bill will
direct [the U.S. Trade Representative] to back those
commitments with the same strong dispute settle-
ment and remedies that apply to commercial com-
mitments. The bill ensures that parties to U.S. trade
agreements cannot manipulate their currency.”

Prior TPA bills have included similar provisions
largely as an attempt to attract support from environ-
mental, labor, and protectionist interest groups who
are unlikely to support trade in general. There is no
reason Congress needs to perpetuate this approach
in pursuit of support that will never materialize.

Those directions might be appropriate in legisla-
tion titled “Trade Discouragement Authority,” but
if the goal of TPA is to promote trade, the last thing
lawmakers should do is empower governments to
impose new tariffs as a result of labor, environmen-
tal, or currency policies.

Objections from Opponents. Opponents of TPA
can be misguided as well.® For example, according to
a letter from several Republican legislators to Presi-
dent Obama: “Under Fast Track [TPA], the execu-
tive branch is empowered to sign trade agreements
before Congress has an opportunity to vote on them,
and then unilaterally write legislation making the
pacts’ terms U.S. federal law.”®

In fact, TPA explicitly requires that Congress
vote on trade agreements before they can take effect.
Without TPA, it is possible that those agreements
might never even be negotiated. As Edwin Meese
IT1, President Reagan’s Attorney General, explained
while addressing the constitutionality of trade pro-
motion authority: “It is extremely difficult for any
U.S. President to negotiate significant trade deals
if he cannot assure other nations that Congress
will refrain from adding numerous amendments
and conditions that must then be taken back to the
negotiating table.””

Other opponents of TPA simply oppose trade. For
example, Teamsters president James P. Hoffa criti-
cized TPA by alleging: “America lost nearly 700,000
jobs because of NAFTA [the North American Free
Trade Agreement].”® In reality, during the 20 years
since NAFTA took effect, private-sector employ-
ment in the United States increased by 21,656,000.°
There has never been a credible study documenting
net job losses as a result of NAFTA or any other U.S.
trade agreement. Certainly, some specific jobs are lost
when Americans are given the freedom to spend their
money on products made in other countries, but just
as certainly, other jobs are created. The billions of dol-
lars Americans spend on imports wind up being used
in other countries to buy U.S. exports or to invest in
the U.S. economy, creating jobs in the U.S.'°

Most trade agreements presented to Congress
have passed by large margins. A look at cumulative
votes on free trade agreements shows a total victory
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margin of nearly two to one in the U.S. House of Rep-
resentatives and an even greater margin of support
in the Senate. Most recently, once President Obama
let Congress vote on trade agreements with Colom-
bia, Panama, and South Korea, the combined vote
was 840-447 in the House and 226-70 in the Senate.

Beneficial trade agreements negotiated under
previous TPA legislation include NAFTA and agree-
ments with countries including Chile, Singapore,
and most recently Colombia, Panama, and South
Korea. The “largest tax cut in the history of the
world” was negotiated through the Uruguay Round
trade agreement under TPA." Those agreements
were not perfect, but they encouraged global trade
liberalization and economic growth.

A Balanced Approach. Although protectionists
oppose TPA, this does not mean that free trade advo-
cates should blindly support the legislation without
first making sure that it does not backtrack on previ-
ously enacted trade promotion laws.

Congress has given Presidents from Franklin
Roosevelt to George W. Bush the authority to negoti-
ate trade agreements. As with these prior laws, any

new TPA legislation should give the President the
tools toreduce trade barriers and increase economic
freedom—Dbut not to negotiate agreements that have
the opposite result.!?

Evaluate Trade Agreements Separately. The
proposed Trans-Pacific Partnership, the Transat-
lantic Trade and Investment Partnership, and sim-
ilar agreements offer great opportunity if they are
done right—and downside risks if they are not. Deci-
sions on those agreements should be made sepa-
rately from a decision on TPA. The first step is to
pass a positive TPA. Later, Congress can evaluate
whether U.S. trade negotiators have delivered a good
agreement.

To paraphrase President Ronald Reagan, the goal
of free trade agreements should be to unite people
around the world in a bond of mutually beneficial
exchange. Before giving TPA to President Obama
and his successor, Congress should make sure that
the proposed legislation facilitates this goal.

—Bryan Riley is Jay Van Andel Senior Analyst in
Trade Policy in the Center for International Trade and
Economics at The Heritage Foundation.
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