American
Prosperity
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For over 50 years, the United States and the
world have reaped the economic benefits
of gradual liberalization in trade and invest-
ment. Recognizing the benefits of open trade,
the U.S. government has been a leading advo-
cate of trade liberalization. Today however, the
place of free trade in American policymaking is
far from secure. Rising protectionist sentiment
in the wake of the aborted United Arab Emir-
ates ports deal, concern about the U.S.—China
economic relationship, and frustration over
the pace of global trade talks are combining to
threaten trade liberalization, both in America
and around the world.

In the coming months, Congress must steel
itself against protectionism. It should objec-
tively debate and then approve free trade
agreements with Peru, continue to support U.S.
leadership and negotiations for new bilateral
agreements and in the World Trade Organiza-
tion Doha Round, and resist the temptation of
reactionary protectionism. Congressmen who
talk about punitive tariffs or restrictive invest-
ment measures without actually intending to
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enact them still inflame public opinion. Con-
gress would do well to spend more time recog-
nizing the prosperity that exists in America as
a result of free trade and pushing for further
trade reforms.

As former U.S. Trade Representative Rob
Portman said: “We all must fight the protec-
tionist forces with the facts, which show that
benefits from trade are substantial.” Today, the
$12 trillion U.S. economy is bolstered by free
trade, a pillar of America’s vitality. Accord-
ing to the Office of the U.S. Trade Represen-
tative, American exports support one in five
U.S. manufacturing jobs. Jobs directly linked
to the export of goods pay 13 to 18 percent
more than other U.S. jobs. Moreover, agricul-
tural exports hit a record high in 2005 and
now account for 926,000 jobs.

In Colorado, international trade supports
one of every 20 private-sector jobs and more
than 20 percent of manufacturing jobs. Data
from the International Trade Administra-
tion show that South Carolina benefits from
having one of every ten private-sector jobs



and more than 25 percent of manufacturing
jobs supported by trade. State by state, across
the nation, international trade promotes
opportunity.

Because today’s global economy offers unpar-
alleled opportunities for the United States, it
is in America’s economic interest to continue
to expand trade by lowering barriers to trade
in goods and services. Freer trade policies
have created a level of competition in today’s
open market that leads to innovation and
better products, higher-paying jobs, new
markets, and increased savings and invest-
ment. Small businesses, a critical component
of the U.S. economy, create two out of
every three new jobs and account for about
a quarter of America’s exports.

Trade has been a driving force in pro-
ducing America’s high living standards, and
breaking down more trade barriers would
increase these standards even further. Gary
Clyde Hufbauer of the Institute for Interna-
tional Economics estimates that trade liber-
alization over the last 50 years has brought
an additional $10,000 per year to the typi-
cal American household. If all trade barriers
were eliminated and global trade and invest-
ment became truly free, Hufbauer estimates
that American households would gain an
additional $5,000 per year. According to a
University of Michigan study, if today’s inter-
national trade barriers were reduced by just
a third, the average American family of four
would enjoy $2,500 per year in additional
income.

Freer trade enables more goods and ser-
vices to reach American consumers at lower
prices, giving families more income to save or
spend on other goods and services. Moreover,
the benefits of free trade extend well beyond
American households. Free trade helps spread
freedom globally, reinforces the rule of law,
and fosters economic development in poor
countries. A Center for Global Development

study determined that a successful conclu-
sion to the Doha Round would result in an
additional $200 billion flowing to developing
nations, reducing poverty and economic hard-
ship. The national debate over trade too often
ignores these important benefits.

More generally, economic freedom leads
to higher standards of living. According to
The Heritage Foundation/Wall Street Jour-
nal Index of Economic Freedom, countries
with freer trade policies experience higher
per capita economic growth than countries
that maintain trade barriers. Countries that
opened their trade policies between 1995
and 2004 saw their per capita gross domestic
product grow at an average compound rate
of 2.5 percent. Countries whose trade poli-
cies were unchanged experienced an average
compound growth rate of 2.1 percent. Final-
ly, countries that increased their barriers to
trade managed only a 1.8 percent average
compound growth rate.

Despite more than five decades of evidence
demonstrating the benefits of liberalizing
trade, the impact of international trade and
open markets on the U.S. economy remains a
contentious issue. Fortunately, in past battles,
free trade won the day, providing greater eco-
nomic opportunity to Americans and allow-
ing the United States to maintain its role as
a leader in the international economic com-
munity. Defending free trade and fighting
for new trade agreements are central tasks
for Congress in coming months. Expanding
global trade is one of the keys to building a
stronger economy at home and promoting
better relationships abroad. Trade is one of
keys to American prosperity.
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