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America's Working Poor: Casualties of 'Free' Trade


Download this Fact Sheet in PDF format.


This Fact Sheet was written by Christine Ahn and Giulia Good Stefani, 

with research assistance from Desiree Williams and Karma Smart.





	

	
	In
	the last decade, the U.S. has pushed and promoted several trade
	agreements, and many more are currently being negotiated.  In 1994,
	the United States, Mexico, and Canada signed the North American Free
	Trade Agreement (NAFTA).  A year later, the General Agreement on
	Tariffs and Trade (GATT) became the World Trade Organization (WTO). 
	Thirty-four of thirty-five countries in the Western Hemisphere
	(excluding Cuba) are currently negotiating the Free Trade Area of
	the Americas (FTAA).  With a combined
	population of 800 million and a GDP of US $11 trillion, the FTAA
	would be the largest free trade zone in the world.  
	
	

	
	The rationale presented behind
	these trade treaties is that American workers and farmers will
	benefit from these deals.  This fact sheet dismantles that rationale
	by uncovering the myths behind free trade.  The real story must be
	told: these agreements lead to loss of jobs, lower wages, longer
	hours worked, less job security, decline in union membership and
	labor protections, and disrupted families and communities.   
	
	

	
	

	
	MYTH 1: TRADE LIBERALIZATION
	WILL PRODUCE MORE JOBS IN THE U.S.  
	
	

	
	REALITY: LOSS OF JOBS AND
	DECLINING WAGES, WHILE WORKING LONGER HOURS
	


	

	
	

Free
	trade proponents predicted more and better paying jobs in the U.S. 
	On the contrary, as factories move abroad looking for cheaper labor,
	millions of U.S. workers have lost their jobs as a direct result of
	trade agreements.  Not only are the majority of displaced workers
	earning less or are without jobs, now Americans generally work
	longer hours with less job security.  
	
	



	
	

I. 
	Loss of Jobs 


	From 1994 to
	2000, the United States experienced a net loss of 3.2 million jobs
	due to trade.(1)

	
	While NAFTA promised 200,000 new
	jobs each year, from September 2000 to June 2001, NAFTA eliminated
	675,000 jobs in the manufacturing sector.(2)
	 




	Within
	the first seven years of NAFTA, all 50 states lost jobs; California
	lost 310,000 jobs, while each of the following states lost more than
	100,000 jobs: Michigan, New York, Texas, Ohio, Illinois,
	Pennsylvania, North Carolina, Indiana, Florida, and Tennessee.(3)
	 The city of El Paso has lost over 9,000 jobs in the garment
	industry alone to NAFTA.( (4)
	 



	









Source:
Scott, Robert E. "NAFTA’s Hidden Costs: Trade
Agreement Results in Job Losses, Growing Inequality, and Wage
Suppression for the United States." In Nafta at Seven,
Economic Policy Institute. 2001. www.epinet.org.
	


	

	
	

II.  Lower
	Wages
	


	For over 30 years, wages in the U.S.
	have remained stagnant.(5)
	 In this context, trade agreements have not only put millions of
	workers out of work, but the jobs displaced workers have found pay
	less and are less likely to have benefits.

	
	Displaced
	workers who find new jobs earn, on average, 13 percent less.(6)

	
	Since 1989, 99 percent of new jobs
	created in the U.S. are service-related.(7)
	 The majority of service-related
	jobs pay only 77 percent of wages found in the manufacturing
	sector.(8)
	 Compared to factory jobs that
	pay $442 per week, on average, new retail jobs pay, on average, only
	$276 per week, and lack benefits.(9)
	 








III.  Working Longer Hours

	Amid increasing job insecurity,
	lower wages, and lack of benefits, Americans lead the industrialized
	world in number of hours worked.(10)


	
	In 2000, the average American worked
	95 more hours per year than in 1980.(11)
	
	
	In 1998, American families
	worked 247 more hours (six more weeks) than in 1989.(12)


	

	
	IV.  Growing Job
	Insecurity


	
	Nine out of ten Americans are
	concerned about job security for those now employed.(13)
	
	
	Eight out of ten are worried
	about employment prospects for the next generation.(14)
	 





	
				

				
	"Corporate
				restructuring, globalization, and technological change have
				increased workers’ insecurity about their jobs.  As a
				result, workers have been willing to accept some restraint on
				their real wages in order to increase their prospects of
				remaining employed, leading to a more moderate rate of increase
				in wages than would otherwise have occurred at any given rate of
				unemployment."(15)





	
									— Laurence
									Meyer, Federal Reserve Board 
								


							
						
					
				
			
		



	








MYTH 2: FREE TRADE RAISES INCOMES
AND QUALITY OF JOBS FOR U.S. AND ITS TRADING PARTNERS

	




REALITY: FREE TRADE HAS SPARKED A
GLOBAL RACE TO THE BOTTOM





Free trade has encouraged a "race
to the bottom," where deregulation has held down wages and
worsened working conditions and labor protections in the U.S, Canada,
and Mexico.((16))((17))

	









Source:
Scott, Robert E. "NAFTA’s Hidden Costs: Trade
Agreement Results in Job Losses, Growing Inequality, and Wage
Suppression for the United States." In Nafta at Seven,
Economic Policy Institute. 2001. www.epinet.org.
	
	




I.  Increased Inequality, Lower
Wages and Worse Job Quality for Majority of Mexican Workers (18))


	Within
	three years of NAFTA, salaried workers (largely middle-class) in
	Mexico lost 34 percent of their purchasing power.(19)
	
	
	From
	1991 to 1998, wages decreased overall by 27 percent for Mexican
	workers: 25 percent for salaried workers with benefits, and 40
	percent for self-employed workers.(20)
	
	From
	1991 to 1998, the percentage of salaried workers declined from 73.9
	to 61.2 percent, while the number of self-employed workers grew by
	50 percent and the number of workers doing unpaid family work (i.e.
	in restaurants or shops) doubled.  This shift from salaried jobs to
	self-employed work reflects the growth of low-income occupations
	such as street vending and unpaid family work.(21)
	



	




II.  Maquiladoras: Whom
Do They Benefit?

	The
	greatest beneficiary from NAFTA has been the maquiladora industry
	along the U.S.-Mexico border. Maquiladoras are manufacturing
	assembly plants located in Mexico that temporarily import material
	without paying tariffs.  Of the 2,500 maquiladoras, 1,800 are
	U.S.-owned.(22)
	  
	
	Despite all the wealth
	generated, the U.S.-Mexico border region has a per capita income
	less than that of Appalachia.(23)
	  
	
	Most
	maquiladora workers are women and children.(24)
	 In Ciudad Juarez, Mexico, women earn $4 a day—certainly not a
	living wage in a city where costs of living closely reflect those
	just across the border in El Paso, Texas.(25)
	



	




III. Canada Replicates Negative
Effects Experienced by the U.S.

	In 1989, Canada and the U.S.
	signed the Canada-U.S. Trade Agreement (CUSTA), the predecessor to
	NAFTA, with the promise of increased productivity and wages.  These
	trade agreements, along with other macroeconomic factors, have
	resulted in widened income inequality and worsened employment
	opportunities for the majority of Canadians.


	
	In the 1990’s, real incomes
	declined for the large majority of Canadians, increasing only for
	the top fifth percentile–the wealthiest Canadians.(26)
	
	Unemployment in the 1990’s
	averaged 9.6 percent, the highest since the 1930’s.(27)
	
	From 1989 to 1999, self-employment
	accounted for 43 percent of net employment growth, and part-time
	employment accounted for 37 percent of net employment growth.  More
	than half of this growth was involuntary– due to the inability
	of workers (mostly women) to find full-time work. (28)


	

	
	




MYTH 3: FREE TRADE LEADS TO A
BETTER STANDARD OF LIVING

	








REALITY: LOSS OF WORKERS’
RIGHTS AND BENEFITS

	

	
	Free trade advocates
	paint a rosy picture of the quality of future jobs available to
	Americans resulting from trade agreements.  Factory jobs may go
	abroad, the myth goes, but Americans will have more technologically
	advanced and sophisticated work.  Not only are factories shutting
	down and moving abroad, Americans are working more and earning less.
	 The rights of workers have also been weakened under free trade,
	leading to the loss of unionized jobs.
	
	




	
				

				
	"[Threats
				used by employers convey to workers that] if they ask for too
				much, or don’t give concessions, or try to organize,
				strike, or fight for good jobs with good benefits, the company
				will close, move out of state, or move across the border, just as
				so many other plants have done before."(29)—Dr.
				Kate Bronfenbrenner, Professor of Labor and Industrial Relations,
				Cornell University
	
				

			


		






I.  Loss of Union Jobs

	In
	data from 1998–1999, seventy-one to one hundred percent of
	U.S. industrial employers in the manufacturing industry threatened
	to close their factories and move capital if workers formed a union,(
	)leading to reduced success
	in union organizing drives.(30)
	 
	
	In
	2000, 13.5 percent of American workers belonged to unions, the
	lowest percentage ever,(31)
	compared to 1954 when union
	participation reached its peak at 25.4 percent.(
	(32)
	
	
	The
	decrease in union membership correlates strongly with income
	inequality.(33)
	 Union jobs offer higher benefits, lower workplace inequality and
	instability, and greater job security.(34)
	 Across a spectrum of industries and occupations, union members
	consistently earn more than non-union members.(35)
	 In 2001, unionized workers earned $718 a week, while non-union
	workers earned $575 a week.  It is estimated that union workers
	usually earn 30 percent more than non-union workers.(36)
	
	Lost
	union jobs also mean lost benefits, such as health insurance.
	Already, one-third (32 percent) of Americans earning less than
	$35,000 per year are uninsured.(37)
	 



	






Source: Union Membership
in 2001. "Jobs, Pay & the Economy, "Jan/Feb 2002. 
www.uaw.org
	
	




II.  Unions Mitigate
Pay Disparities for People of Color and Women 


	In
	2001, unionized women earned 39 percent more than non-unionized
	women.( (38)
	Unionized African-American workers earned 45 percent more than
	non-unionized African-American workers.(
	(39)
	 Unionized Latinos earned 55 percent more than non-unionized
	Latinos.(40)
	
	







	
		

	




Source:
Union Membership in 2001.  "Jobs, Pay & the Economy,"
Jan/Feb 2002.  www.uaw.org





	III.  Job Loss Hurts Families
	and Communities
	
	Job displacement goes beyond the
	individual worker and his/her family. 
	Each time a company shuts down operations and moves work
	abroad, it has a ripple effect on the wages of every other worker in
	that industry and in that community.  The power to demand wage
	increases is reduced, union organizing and bargaining power is
	restrained, the tax base is reduced, and hundreds of jobs in related
	contracting, transportation, wholesale trade, professional, and
	service-sector employment are reduced or eliminated.
	
	

	
	




IV. TRADE RELATED GOVERNMENT
PROGRAMS DO NOT WORK

	

	
	Proponents of NAFTA
	faced tremendous opposition from citizens, family farmers, labor,
	and consumers.  In response, free trade advocates argued that
	government programs would be established to protect workers and
	their rights.  Nine years later, these programs have yet to produce
	any tangible wins for workers.
	
	




I. Trade Adjustment
Assistance

	The
	federally funded Trade Adjustment Assistance Program (TAA) was
	specifically established to help and retrain workers hurt by trade
	agreements.  However, only 58 percent of workers who went through
	such job training programs found a job earning 80 percent of
	pre-NAFTA wages, making on average $9.73/hour.  Before NAFTA
	layoffs, the average wage was $10.45 per hour of a NAFTA-TAA worker.
	The remaining 42 percent of displaced workers are earning less or
	are still unemployed.(41)


	

	
	II. North American
	Agreement on Labor Cooperation (NAALC)


	
	NAFTA
	also included a labor side agreement known as the North American
	Agreement on Labor Cooperation (NAALC) as a way to promote 11
	workers rights principles among U.S., Mexico, and Canada.  According
	to Human Rights Watch, "The NAALC’s potential to serve
	as a mechanism for the parties to promote broad improvement in the
	labor rights situation in their respective countries remains
	unfulfilled."(42)
	 
	
	To
	date, 23 cases have been filed regarding violations to the
	NAALC accord.  Fifteen of the 23 cases involve violations to the
	right to freedom of association and the right to organize, which are
	crucial to the protection of other workers’ rights.(43)
	 











V. REALITY: THE RICH ARE FARING
BEST

	

	
	The
	U.S. leads the industrialized world in income inequality between the
	rich and poor.(44)
	 



	One percent of the U.S.
	population owns 40 percent of the nation’s wealth.(45)
	
	Half the total income earned in the
	U.S. went to the richest 20 percent.(46)
	
	
	In 1979, the median wage of a
	U.S. worker was $13.56 ($26,035 per year).(47)
	 By 2001, despite years of strong economic growth, the median wage
	grew just 54 cents, to $14.10 ($27,072
	per year).(48)
	 



	

	
		
	
	MYTH 4:
	GLOBALIZATION THROUGH FREE TRADE IS INEVITABLE
	
	

	
	REALITY: TRADE AGREEMENTS
	VIOLATE OUR MOST BASIC HUMAN RIGHTS, AND WE ARE FIGHTING BACK!
	
	

	
	The
	America Needs Human Rights Now! campaign of Food First is
	proud to partner with the Congressional Progressive Caucus in
	organizing a public briefing on how free trade agreements violate
	the human rights of the working poor in the U.S.
	
	




American Workers
and Farmers Testify on the Impact of Trade Agreements

Congressional Briefing

June 12, 2003, 9-11:30 a.m.
Rayburn House Building Room 2168

Live webcast
at www.foodfirst.org
	
	  
	
	America’s working
	poor—maquiladora workers, migrant farm workers, displaced
	industrial sector and garment workers, and family farmers—will
	collectively voice their experiences under free trade agreements. 
	Free trade agreements are not inevitable. 
	
	  
	
	Free trade agreements violate
	Article 25, Universal Declaration of Human Rights: "Everyone
	has the right to a standard of living adequate for the health and
	well-being of himself [herself] and of his [her] family, including
	food, clothing, housing and medical care..." 
	
	




TRADE AGREEMENTS
VIOLATE OUR HUMAN RIGHTS
	
	

	
	Testifying
	delegation includes: AFL-CIO, American
	Corn Growers Association, Association of Border Workers,
	Black Farmers Agriculturalist Association,
	Chinese Progressive Association, Coalition of Immokalee
	Workers, Farm Labor Organizing Committee, Fuerza
	Unida, ‘Charleston 5’ International Longshoreman
	Union, National Family Farm Coalition, Pacific
	Coast Federation of Fishermen's Association, Public Citizen, and
	United Farm Workers of America.
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