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Introduction

In his recent State of the Union address, President Obama went all in on interna-
tional trade.

The Administration has already been aggressively pursuing the most ambitious
set of trade agreements in decades—including potentially groundbreaking deals
with 11 Asian-Pacific countries (the Trans Pacific Partnership, or TPP), and the
European Union (the Transatlantic Trade and Investment Partnership, or T-TIP),
as well as agreements in key sectors like services, information technology, and
environmental products.t

Now, to set the stage for eventual Congressional approval for these deals, the

President has launched an Administration-wide effort to obtain Trade Promotion
Authority (TPA) from Congress. Under TPA, Congress sets detailed priorities and
extensive consultation requirements for U.S. trade negotiators, and agrees to fol-

[Trade-skeptical low special expedited procedures for agreements that meet these rules.2

progressives] should
Congressional Republicans largely support TPA and the Administration’s trade

agenda. There is less support, however, among Congressional Democrats, many of
the details of the whom have doubts about new trade deals. And, because trade has long been a
Obama trade agenda difficult political issue, it’s quite tempting for these trade skeptics to readily side
with those who have consistently opposed trade agreements.

take a thoughtful look at

and how it might better

position America in the Trade-skeptical progressives should resist this temptation. Instead, they should
take a thoughtful look at the details of the Obama trade agenda and how it might
better position America in the modern global economy. If they do, they’re likely to
economy. find important policies and initiatives for progressives to like.

modern global

We highlight below five examples of how the Administration’s plans for trade
would serve key progressive goals.
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thirds of the world.

Tapping into Economic Growth

A progressive society that is both prosperous and fair requires strong and inclu-
sive economic growth.3 The Administration’s trade agenda can play an important
role in assuring that America can tap into one key source of economic vitality—
surging demand in key foreign markets.

In past decades, America’s middle class fueled much of the demand that drove
rapid economic growth throughout East Asia. Now, an exploding middle class in
Asia has the potential to return the favor. Over the next 15 years, Asian countries
will add some 2 billion new middle class consumers to the global economy. By
2030, Asia’s middle class alone will be some 3.2 billion strong—more than eight
times larger than America’s total population in that year.4 These increasingly
prosperous middle class consumers will demand the products and services that
American companies and workers excel at producing—including wholesome foods
and modern financial services, improved infrastructure and Internet commerce,
and cutting-edge consumer products and better health care. And this demand will
drive surging imports into the region. It is estimated that, in 2020, major East
Asian markets will import some $10 trillion in goods alone—and trillions more in
services.5

But winning this lucrative business will not be easy for the United States. Many of
America’s competitors already have strong ties to the region and are busy deepen-
ing these ties with new trade agreements that would exclude the United States.6
Meanwhile, American exporters and investors continue to face significant trade
restrictions in areas where they are strong, including unfair licensing restrictions
for service providers, high duties for food imports, inadequate protection for in-
novative technologies, and discriminatory standards and testing requirements for
manufactured goods.”

The Obama Administration is taking a multi-pronged approach to assuring that
American companies and workers can benefit from growth in Asia and other key
global markets. Through comprehensive trade deals like TPP and T-TIP, it is pur-
suing a raft of specific rules with key trading partners to level the playing field for
American trade in markets covering two-thirds of the world. And it’s using these
new American-influenced precedents to pressure non-partners, like China.8

The Administration has also very significantly stepped up efforts to enforce the
rights of American traders and workers under current trade rules—opening up
billions of dollars of trade for U.S. exports. Among other efforts, the Administra-
tion has brought 19 World Trade organization cases since 2009—including a new
case against an extensive series of unfair export subsidies that China provides to
its textile, farm, seafood, and manufacturing sectors.9

These steps in trade can ultimately help grow America’s economic pie. And—if
part of a broader progressive agenda—they can help assure that all Americans can
enjoy a larger slice.
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Democratizing Trade

The Administration’s trade agenda can also help “democratize” trade—
empowering both U.S. small businesses and global consumers by assuring that
they have better access to new markets, products, and services.

Historically, high costs and complex logistics (e.g., hiring shippers and foreign
representatives, and obtaining letters of credit) made it especially difficult for
small businesses to compete in foreign markets. However, with the growth of the
Internet and services such as eBay, PayPal, UPS, and FedEx, a small American
business with a great product or service has the potential to sell globally as easily
as a larger competitor. But foreign trade barriers that particularly impact smaller
exporters—including high fees and confusing and complex rules, standards and
testing requirements—still make it especially difficult for many smaller firms to
reach their international potential.1o

U.S. negotiators are focusing intensively on these and other small business barri-
ers in negotiating the TPP and T-TIP. And theyre working on rules to foster a
strong trade and business ecosystem for small exporters—one that assures more
transparent regulations, open electronic commerce, and access to the innovative
finance and logistics services—all to help smaller traders compete more effectively
with larger global competitors.:

Democratizing trade for smaller traders can also help boost the U.S. economy and
support good jobs for U.S. workers. America’s small businesses account for half of
U.S. GDP and two-thirds of net new jobs. But only about one percent of our small
companies export. As a result, smart trade rules that promote small business
trade can potentially yield significant economic dividends, especially because
small businesses that sell internationally are 20 percent more productive—and
have 20 percent higher job growth—than small firms that do not.12

Democratizing trade also empowers global consumers. Studies by eBay note, for
example, that more open Internet-enabled trade promotes greater competition
and choice and drives higher standards and quality, all of which give consumers
greater economic power.13 And, in a global economy in which countries like China
disrupt electronic communications both to gain economic advantage and stifle
political dissent, using trade rules to open global e-commerce can help strike a
blow for individual freedom, as well. 4

Leading the Way Toward Fairer Trade

Trade agreements like TPP and T-TIP could significantly enhance America’s abil-
ity to benefit broadly from better access to global growth. But these proposed ini-
tiatives could also do something equally important: They could enable the United
States to build and lead stronger coalitions with like-minded countries—from Eu-
rope to Oceana—that also seek a fairer global trading system in which abuses like
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If the United States fails
to lead on trade
agreements like TPP
and T-TIP, it will be
significantly more
difficult to advance
global rules that
promote important

[progressive] values.

exploiting workers, despoiling the environment, blocking the Internet, or stealing
innovation are no longer accepted means of global competition.

Trade agreements can be an important means of advancing fairness and due pro-
cess in global commerce. Despite their complexity, good trade agreements are
often, at their core, about upholding these vital principles. In chapter after chap-
ter, for instance, U.S. trade deals require trading partners to develop and apply
rules in an open and transparent manner, prohibit unfair discrimination against
imported products and foreign parties, and protect against seizures of property
without due process and fair compensation.

America has shown particular leadership in insisting that its modern trade
agreements contain world-leading obligations on labor and the environment. As
the result of the May 10, 2007 bipartisan trade deal—an agreement initiated by
House Democrats—the United States now requires trade agreement partners to
abide by and enforce fundamental labor rights (such as the right to organize and
bargain collectively and prohibitions against child and forced labor:5) and man-
dates that they adhere to and enforce laws and international agreements on the
environment.!¢ Significantly, these labor and environmental obligations are now
in the core of U.S. trade agreements—having the same standing as commercial
obligations—and are fully enforceable under the dispute settlement provisions of
those agreements.1”

U.S. negotiators are leading efforts to include similar high-standard labor and
environmental commitments—and important new ones in areas like working
conditions and fishing subsidies—in the TPP agreement. And they fully expect
that T-TIP negotiations—with a Europe that shares many fundamental values
with the United States—will only add momentum toward broader global adoption
of high-standard labor and environmental rules.8 Ongoing negotiations also pro-
vide opportunities to uphold other key values, including protecting innovation
and assuring an open Internet

If the United States fails to lead on trade agreements like TPP and T-TIP, howev-
er, it will be significantly more difficult to advance global rules that promote these
important values. Many global competitors do not fully share these key values and
do not want to include them in their trade deals. China, for example, has taken
issues like labor, the environment, and intellectual property off the table in trade
negotiations, and prefers trade agreements that are silent on these and other im-
portant issues.’9 With China actively pursuing new trade agreements in its region
and beyond—including a 16-country megadeal in East Asia—America’s failure to
engage could encourage the spread of trade models that fail to reflect the progres-
sive principles that the United States shares with many allies.2° This, in turn,
could lead to a “race to the bottom” on trade standards, and would place Ameri-
ca’s workers and traders at a significant and growing disadvantage.
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advancing fairer trade.

In contrast, American leadership on trade—and the prospect of greater access to
key U.S. markets—can provide significant leverage in advancing fairer trade. It is
hardly coincidental that Vietnam is engaging in serious—but still difficult—talks
on labor reform and worker rights in the context of a TPP deal that could provide
it greater opportunities to sell clothing and shoes to the United States. Past trade
deals have also led to commitments—in key areas like labor and the environ-
ment—that the United States has used to initiate significant enforcement-related
actions and engagement with countries like Bahrain, the Dominican Republic,
Guatemala, and Peru.2!

Trade agreements are far from the perfect tool—or the only tool—for building a
values-based global economy. Advancing progressive ideals in global commerce is
a hard, often-frustrating, and never-ending process that requires continuous work
in many forums and a strong commitment from governments, business, labor,
and NGOs. But trade agreements—if done right—can enable America to lead in
assuring that global markets are increasingly both open and fair.

Updating Trade Rules

Both the global economy and American trade policy have changed significantly in
recent decades. But a time traveler from the early 1990s would often be hard
pressed to find very much that is new in America’s debates on trade.

Progressives seeking to move beyond the same-old debates on trade should rec-
ognize the Obama Administration’s very significant efforts to update U.S. trade
rules and to address emerging global challenges.

Progressives—including President Obama himself—have long sought key updates
to the North American Free Trade Agreement (NAFTA). Critics of NAFTA note,
for example, that NAFTA’s “side agreements” on labor and the environment con-
tain weaker requirements that are neither embedded in NAFTA nor enforceable
under NAFTA itself. Negotiating with Canada and Mexico in the TPP negotiations
affords a critical opportunity to update NAFTA to reflect the high labor and envi-
ronmental standards of the May 10th bipartisan agreement.

The TPP talks offer many other opportunities to extend updated rules and com-
mitments to Canada, Mexico, and nine other new or current U.S. trade agreement
partners. The United States and other TPP partners are, for example, pressing
Canada to reform its highly restrictive “supply management” system, which se-
verely limits dairy and poultry exports to Canada through tariffs that can exceed
200 percent.22

The Administration’s trade agenda also seeks to address new and emerging
threats to American traders and workers. American exporters must increasingly
compete, for instance, with State-Owned Enterprises (SOEs) that use government
subsidies and special privileges to tilt the playing field in their favor. Agreements
like TPP would require SOEs to compete on a commercial basis with our private
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firms.23 Similarly—in a world in which the Internet has gone from a confusing
oddity to the preeminent tool of commerce in just two decades24—TPP and other
agreements could extend traditional trade principles to electronic commerce by
protecting the free flow of digital communications and restricting the ability of
countries to unfairly mandate the location of servers and other computer infra-
structure.25

Supporting the Broader Progressive Agenda

Finally, in reviewing the Obama trade agenda, it is important for progressives to
keep trade in its proper context. Despite sometimes overheated rhetoric from
trade supporters and critics alike, trade and trade policy, while vitally important,
are only one piece of America’s larger economic puzzle.

An important, recent study of trade and income inequality by Progressive Econo-
my’s Ed Gresser illustrates the role that trade plays—and does not play—in broad-
er economic challenges. Gresser’s analysis concludes that trade growth is likely
not a major cause of income inequality and that trade policy is also not a major
solution to this serious problem.

Smart, modern trade policy can make solid contributions to addressing income
inequality. For example, it can help American workers tap into growing foreign
markets, create attractive export opportunities for new entrepreneurs, and lower
outrageously-high duties on cheap clothing and shoes that place regressive bur-
dens on lower- and middle-income Americans. But, the major solutions to press-
ing issues like income inequality are largely domestic ones. These solutions in-
clude many initiatives long supported by progressives, such as improved access to
education and training, better small business formation, worker adjustment assis-
tance, and investments in infrastructure and innovation.26

Thoughtful progressives need to bring this broader perspective to debates on
trade policy. They can and should recognize the significant supporting role that
trade can play addressing America’s economic challenges. But they must also in-
sist that shared prosperity ultimately requires extensive domestic reform, as well.

Conclusion

According to recent opinion polls, progressive-leaning Americans are more sup-
portive of trade and trade agreements than critics often suggest. For example,
some 60 percent of Democrats believe that TPP and T-TIP are “good thing[s] for
the United States.” And millennials—whose long-term economic future will be
shaped by new trade deals—are particularly supportive, with over 65 percent in
favor of both TPP and T-TIP.27

Polling on trade, of course, can be tricky. And thoughtful progressives shouldn’t
embrace the Obama trade agenda simply because it seems to poll well. But these
surveys do suggest that the American public—a public that has weathered a Great
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Recession and lives on a daily basis in an increasingly globalized economy—wants
its leaders to move beyond stale debates on vital economic issues. For progres-
sives, this means taking a fresh and serious look at how new trade policies and
initiatives can help advance important progressive goals and help build a fairer

global economy and a more prosperous America.
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