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The analyses of the Trans-Pacific Partnership (TPP) in this book bring home, 
in specific detail, the truth that many pay lip service to, and some mistakenly 
deny, but is real: The amount of dislocation for individuals in an advanced 
economy like the United States caused by this kind of trade agreement is 
significant for those individuals and their communities, but limited in scale. 
The gains to society from expansions of trade far, far outweigh the cost. The 
issue is this: Why has the United States been unable to bring about economic 
redistribution to truly help those disadvantaged by trade? 

All other trading democracies have done better by their workers on this 
score. Obviously, the answer to this question, supported by our analytical 
work about TPP, must be understood in the context of the current political 
scapegoating of this agreement, and of trade more generally. This latter devel-
opment, of course, is a far more important issue than the fate of any single 
trade agreement no matter how significant. The scale of recent scapegoating of 
trade for economic discontent is unprecedented for the postwar United States. 
Though a recurring trope, blaming American domestic problems on trade has 
not received this level of attention and venom during any previous postwar 
presidential election campaign. And it is a shame to see this happening, not 
because of how this scares a globalized elite, although it may. It is a shame to 
see this happening because it is ultimately destructive of American working 
people’s living standards. It is ultimately destructive of American foreign 
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2 TRANS-PACIFIC PARTNERSHIP: AN ASSESSMENT

policy. And it is ultimately destructive of the competitiveness and innovation 
of the American economy.

Rejecting mainstream views about the large net benefits of trade requires 
disputing long-established facts. That is why these views remain out of the 
mainstream. It is true that economics is not physics, so talking about trade is 
not the same as talking about climate change or vaccines. But the economics of 
trade come far closer to having an agreed basis in reality than is often character-
ized in the popular press, also far closer than in some other fields of economics 
where more is in dispute. People should not be fooled by press reports that 
apparently have to pretend that there are two sides to every story, or by the exis-
tence of a few usually credible economists who get this wrong. James Watson’s 
understanding of DNA did not mean that his views on race and genetics were 
valid. Similarly, even the occasional economics Nobelist will let passion or poli-
tics determine their statements without basis on an issue like trade. 

The mainstream economic view of trade is actually much closer to being 
real science than people currently give it credit for. We have seen misleading 
claims even in places such as the New York Times, where they say, “economists 
differ on the benefits of trade,” or “economists differ on which model to use to 
study trade’s effects.” Well, actually, no, they don’t, or at least very few do, and 
with good reason. 

For example, does it ultimately make sense to think that, over a 30-year 
period, the US economy on average is in recession or at full employment? Full 
employment is the assumption made in the Petri-Plummer calculations in 
chapter 1 of this book in projecting the gains from TPP. That assumption is 
the norm in such analyses. Trade deals are implemented and have full impact 
over decades. The correct conclusion, as a matter of logic, as well as of the data 
on the last 120 years of the American economy, is that it is most reasonable to 
assume full employment on average. On a separate substantive issue, does it 
make sense to assume that reallocation of jobs up the value chain is ultimately 
beneficial to the economy as a whole and to productivity growth more specifi-
cally? Obviously yes. 

Does it make sense to say that average Americans earning a living in the 
United States would have the quality of autos we have today, or the auto safety 
we have today, or the lower real cost of cars we have today, were it not for the 
competition that comes from trade? And with all due respect to the current 
American auto industry, the answer is obviously, no. I remember my mother’s 
1974 Oldsmobile. The point is that the US auto industry itself would not be as 
competitive today and not be selling millions of cars in China and around the 
world today either, if it had not faced the competition of overseas manufac-
turers it faced in the 1970s and 1980s. 

That is just to cite one example. The same holds true for availability to 
Americans households of a wider variety of fresh fruits and vegetables, of less 
expensive clothes and footwear from new materials, and of personal electronics 
of every kind that would not exist without openness to trade and thus compe-
tition. So the economics of international trade is not the physics of climate 

© Peterson Institute for International Economics  |  https://piie.com 
https://piie.com/bookstore/trans-pacific-partnership-assessment



INTRODUCTION 3

change, but a lot closer than the media maintains. This should not be the “he 
said, she said” feature of covering American presidential campaigns, no matter 
how many primary votes it may gain you to lie about this. So I ask all of you 
reading this book, and who are thus giving TPP and trade a fair hearing, and 
everyone who reads my colleagues’ writings and values their presentations 
online, to convey that message.

But that still does not explain, let alone address, how the United States 
fails its workers exposed to risk of unemployment and loss of wages. I think 
there is a clear moral case for doing something about those adjustment costs. 
And it is clearly feasible to do so given not only the resources from the scale 
of gains from trade (as shown, for example, by Robert Z. Lawrence and Tyler 
Moran in chapter 2 of this volume)—but it is also practical to do so given lower 
inequality and higher social protection in all other wealthy democracies, all of 
which (except Japan) trade more than the United States.  Other trading coun-
tries have maintained a higher level of wages for workers at the lower end of 
their skill and income distribution than the United States does overall. The 
Peterson Institute has repeatedly worked on this issue of economic inequality, 
whether proposing wage loss insurance or advocating expanded trade adjust-
ment assistance or looking at labor market and benefits reform more broadly. 
Ultimately the economics of trade should not be in as much question as some 
people claim. The failures are from the same political forces and policy deci-
sions that are the primary cause of inequality being so high and increasing in 
the American economy.

Most American voters supporting candidates decrying free trade or calling 
for “fair trade” are right about one thing: Trade is about change. Trade entails 
the pursuit of commerce in a way that enables individual firms to win or lose 
on a bigger scale. Capital and labor resources should go where businesses have 
advantages, and where they are uncompetitive, those businesses should ulti-
mately close. Trade accelerates and strengthens those forces on business. But 
for all the logic and benefits of economics, many voters do not like change, 
even when it helps their families’ income.

Americans, even some trade critics, preach about the advantages of trade 
and the changes it brings to other countries all the time. We Americans have 
spent decades going to Japan, going to Korea, going to Brazil, to Mexico, to 
Russia saying, “Look, trade will change your economy,” “trade will put compet-
itive pressure on your privileged elites,” “trade will force you to come up to 
international standards.” US officials and pundits have even gone to Western 
Europe and Canada and said the same things. They have been right to do 
so. Competitive pressure is the part of trade that is most demonstrably and 
domestically beneficial. And that means sometimes local businesses and, more 
importantly, individuals will lose in those competitions.

It is time again for the United States to face up to the reality that the need 
for competitive pressure and reform applies to our economy as well as the rest 
of the world. The United States cannot move forward if it protects yesterday’s 
economy. Today people talk as though Detroit somehow symbolizes a defeat 

© Peterson Institute for International Economics  |  https://piie.com 
https://piie.com/bookstore/trans-pacific-partnership-assessment



4 TRANS-PACIFIC PARTNERSHIP: AN ASSESSMENT

in trade or as though the disappearance of low-skill manufacturing processes 
is a great loss. But Detroit actually symbolizes the need to change forced by 
trade. In the same way, the rise of Houston and Charlotte, Salt Lake City and 
Atlanta, and Minneapolis and San Jose represents a victory not in trade but 
through trade, because the United States adapted to economic competition. 

And now we are seeing Detroit adapt again, and come back as a result. By 
Detroit, I do not mean just the auto industry. I mean the human beings, the 
citizens, the residents old and new of Detroit. Lower-skilled manufacturing 
jobs also left the Ruhr in Germany and the British Midlands, but only the 
United States had a Detroit, where the problems were aggravated because of 
white flight and a paltry welfare state. It is absurd for anyone, let alone a presi-
dential candidate claiming business credentials and disdaining “losers,” to 
bemoan, in April 2016, the lost steel jobs in Pittsburgh from the 1980s, when 
Pittsburgh and its hundreds of thousands of workers have adapted beautifully 
since that time.

So if trade is about competition and pressure to change, then it is, of 
course, fair to ask for fair rules constraining the sources of that change as 
well as opportunities to compete abroad as at home. Achieving those goals is 
the focus of most of this volume. TPP does introduce more and better rules 
than any previous US trade agreement. In fact, it improves the fairness of 
our already existing largest free trade agreement, the North American Free 
Trade Agreement (NAFTA) with Canada and Mexico. But before we get to the 
specifics, I do want to remind people that sometimes foreign companies win 
and it is not because they cheated. You hear occasionally from the American 
political candidates that essentially any time an American loses his or her 
job in competition, it must be because the foreign company had some unfair 
advantage. Sometimes yes. Mostly no.

In the same way, we expect and push Japan or Vietnam, or Mexico or 
Australia, or the other countries joining TPP to let their companies sometimes 
lose to American companies, which assuredly will happen in services and high-
tech and in some forms of agriculture when TPP is approved. And whether it 
is Vietnam, Australia, or Peru, they will be the better for it. And it is the height 
of political pandering to pretend that the United States loses only when some-
body cheats, or that the closing of any specific business is a loss for the United 
States rather than a part of helping the United States grow. It is a lie that the 
United States will remain a vital economy by interfering with that process. 

Advocates of freer trade in general and TPP in particular should not fall 
into tactical rhetoric and falsehood either. Many of my colleagues who have 
been long-time trade advocates occasionally feel the need, when going into the 
trenches of Capitol Hill or home district campaigns, to cite dubiously precise 
estimates of jobs created or sales opportunities from specific trade barriers 
that will taken down abroad—so that, for example, Washington State apples 
can have better market access or worse that some specific number more jobs 
will be created in Washington State because of a trade deal.
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I understand the political pressure to say such things. But it is wrong for 
economists like us at least to go down that route. It misleads people about what 
is actually true and provable. It misleads further by overlooking the real advan-
tage of trade. The real advantage of trade is not about market opening abroad. 
That is a mere means with some short-run benefits of diminishing importance 
over time. The real goal of trade is about the productivity gains made through 
domestic reallocations of demand, investment, and, yes, employment in coun-
tries opening further to foreign trade and investment. 

The dynamic long-lasting gains from trade deals are from the competi-
tive pressures we put on our own industry and our own workforce. And trade 
advocacy therefore should be about that, but also about dealing with the price 
that a small but attention-worthy minority of workers’ pay in that process. 
These workers deserve our attention and our financial help, but they are not 
entitled to have the same job in the same place forever any more than any other 
American worker would be.

If trade advocates just pretend, however, that trade benefits are to be 
debated in terms of whether this or that industry, or this or that district, is 
going to come out ahead, we are making the wrong argument. I understand 
why representatives of the administration may have to employ those tactics. 
But if we in the researching and chattering class adopt those tactics, then we 
have already given up intellectual ground on a false basis to trade critics like 
Donald Trump and Bernie Sanders. And that is wrong. The primary reason 
we have rising anti-trade sentiment in the United States in 2016 is that we 
have failed our workers over decades. But another part of the reason is that 
trade’s friends kept talking about the number of jobs past deals created or 
about stopping cheating by foreigners. That argument made it sound like our 
economy is in a Trump/Sanders world of no benefits to the United States from 
competition and that any change amounts to unfair losses. That is not only 
misleading, it feeds delusions. We are now paying the price for yielding the 
intellectually honest ground by pandering to those ideas in prior trade debates 
instead of fighting for globalization head on. 

Let us instead remind people that trade also delivers huge gains that 
matter for the poorest in our society. As Lawrence and Moran argue in chapter 
2 in this volume, and as many other scholars have argued over the years, when 
consumers are saving huge amounts of money on a wider variety of better 
quality and usually improving autos, food, communications, and clothing, the 
result is a material increase in the real living standards of lower-income people 
in society. That gain can be as much as 20 percent of household expenditure 
for working people. Greater variety is not primarily about imported wine and 
fine cheeses for wealthy foodies, but a true increase in the standard of living for 
millions in the United States. So whenever somebody says, “Oh, TPP is a small 
thing not worth doing since we already are so liberalized,” let us remember that 
it is not small for everyone. The gains are still big for lower-income Americans. 
And let us remember the gains are very big for the people of Vietnam and Peru, 
and Chile, and Mexico, and even Malaysia. Poor people get to earn a better 
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living and purchase more with their hard-earned wages—which is a good thing, 
and we should care about it, even if they do not vote in the United States. 

And so TPP is a true win-win. If Senator Sanders’ supporters want to have 
a US foreign policy that is based less on military intervention, then we have to 
have a foreign policy that is based more on opening up our markets to other 
countries and giving them a stake and a path to prosperity with the United 
States. And if Mr. Trump’s supporters want to have an America First policy 
that delivers wider prosperity, we have to let American businesses succeed and 
fail in competition rather than get subsidized by taxes on our citizens through 
protectionism.

It is time to reclaim the radical center for trade. Being for trade agreements 
that force the US economy to improve due to competition and poorer coun-
tries to compete on the basis of fairer rules is that well-justified radical center. 
The benefits to the United States are from change at home and success abroad, 
not from protecting yesterday’s jobs and industries at home and continued 
low standards and lower wages abroad. Let us advocate TPP without apology 
or false claims because it is the right thing to do.

But let us also pay for real labor market reform in the United States. As I 
mentioned, there is a huge moral, as well as economic, case to provide adjust-
ment for those few directly disadvantaged by trade. And this is where the 
rubber hits the road. For decades we have been unable to get a consensus in 
the United States for active labor policies and a decent welfare state, like those 
that already exist in every other rich democracy. As a result, we have relied on 
piddling efforts to buy off this interest group or that Congressman’s constit-
uent. Such tactics have occasionally worked to pass a trade deal. But of course, 
they have not fundamentally changed the consensus. If anything, they have 
eroded support for trade. 

The narrative that loss of jobs due to trade is unnatural and unfair, rather 
than change being part of life for all US workers and businesses, creates space 
for globalization’s opponents, sometimes due to being misguided in this way. 
It works against getting comprehensive labor protections for all our workers by 
treating shifts in employment as something to oppose rather than ease. This 
has led to the AFL-CIO wanting to protect its own high-membership uncom-
petitive industries like textiles, and to saying that Trade Adjustment Assistance 
“is just burial insurance, we don’t want it.” 

Maybe the right response to the current anti-trade venom is for the radical 
center to go back to stating the truths of basic economics rather than tacti-
cally trying to outpander. Which is to say, there is no reason a worker displaced 
by international competition should be treated any differently than a worker 
displaced by technological innovation. We need to invest in helping all our 
workers adjust. And whether or not people say that they do not want adjust-
ment assistance often because they understandably want to keep their current 
jobs and they do not want to move, our moral obligation is to help them get 
to their next job. Our obligation is also not to let them hold the rest of the 
economy hostage because they do not want to change. That is not an acceptable 
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option when 60 people lose or change jobs in the American economy annually 
for every 1 who does so because of direct trade competition. Opposing change 
or holding the economy hostage to prevent change is damaging to living stan-
dards today and in the future. And the unions and progressives need to realize 
that such attempts have not worked to save jobs or increase worker incomes. 

It is time for trade advocates to ally with progressives and really pursue 
broad generous labor adjustment policies in this society and not stigmatize 
trade while doing so. That is the only path that combines reducing inequality, 
increasing productivity, and getting a world outside our borders that we want 
to live in—given that other countries exist and change must happen. 
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