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Abstract

The U.S. International Trade Commission (Commission or USITC) hosted its
second labor roundtable on March 29, 2017.% The roundtable facilitated an
exchange of ideas among 30 participants representing academic institutions,
government agencies, industry associations, international organizations, think
tanks, and nonprofit organizations. This year’s event focused on the role that trade
plays in U.S. labor markets and mechanisms, with the aim of assessing the
connection between trade and labor. Within this framework, participants
discussed three broad topics: the influence of trade and technology on the U.S.
labor market; worker displacement and the efficacy of worker retraining programs
(including the Trade Adjustment Assistance [TAA] program); and the impact of
labor provisions in trade agreements on U.S. and global labor standards.
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The Influence of Trade and Technology on the U.S. Labor
Market

The Effects of Trade and Technology on the Manufacturing Sector

The roundtable began with a discussion of the relative effects of trade and technology on job
growth in the U.S. manufacturing sector. One participant stated that manufacturing jobs
remained relatively stable until 2000, after which “explosive” growth in the U.S. trade deficit
corresponded to a decline in manufacturing employment. This view was mirrored by another
participant, who indicated that U.S. employment data from 1990 through 2015 suggest that
manufacturing jobs were more negatively affected during that period by U.S. entry into new free
trade agreements (FTASs) than by new technology.

According to another participant, however, U.S. employment data from the 1960s through the
early 1980s suggest that technology had a discernible impact on worker productivity and led to a
decline in manufacturing employment during the period. A third participant commented that
conclusions about the effects of productivity gains on U.S. jobs can sometimes be misguided.
The participant cited as an example a McKinsey study which found that productivity gains in
certain U.S. manufacturing industries may not necessarily translate into higher U.S. wages as
expected, depending on how such gains are achieved (Mandel and Houseman 2011).2

Taking a broader view, another participant noted that the number of U.S. manufacturing jobs is
sensitive to changes in the macro economy, falling in times of recession and rising in times of
economic recovery. The manufacturing share of the U.S. labor force has steadily declined from a
high of 27 percent in the 1950s and, the participant argued, this decrease would likely have
occurred even in the absence of increased trade with low-wage countries like China.* Still
another participant pointed to a Ball State University study (Hicks and Devaraj 2015). The study
concluded that nearly 88 percent of manufacturing job loss has been due to technology, implying
that a relatively small percentage has been due to trade.” Finally, another participant asserted that
high-end manufacturing is no longer the exclusive province of advanced countries like the
United States. The participant noted that China, for example, is now using industrial robots to
move into the manufacture of electronic goods, such as semiconductors.

The Benefits of Trade and Technology to U.S. Jobs

Several participants agreed that trade and technology are also changing the U.S. labor market in
notable ways. For example, participants indicated that U.S. worker productivity has risen through

* A list of academic and news articles referenced during the roundtable appears in the bibliography.

* According to data from the U.S. Department of Labor’s Bureau of Labor Statistics (BLS), in December 2016,
employment in the manufacturing sector accounted for approximately 8 percent of total U.S. employment. U.S.
Department of Labor, BLS, “Databases, Tables and Calculators by Subject” (accessed May 5, 2017).

®> One participant, however, questioned the methodology used in the Ball State University study, stating that its
analysis was inconclusive.
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the use of labor-enhancing technology, and that trade has encouraged innovation and the creation
of higher-skilled, better-paying jobs in the energy, healthcare, and financial services sectors. One
participant highlighted a study which found that 9 of the 10 highest-paying manufacturing
industries also rank among the most export intensive, compared to 5 of the 10 lowest-paying
manufacturing industries, which rank among least export intensive.® This study suggests that
relatively high-wage jobs are associated with a propensity to export. Another participant cited a
study showing that countries that export to “richer, more sophisticated markets” are likely to
employ better-educated workers, use higher-value inputs, and achieve greater economies of scale
in their production than countries that export to poorer markets (Silva 2010).

Manufacturing Job Loss and Its Impact on U.S. Workers

Participants then discussed the implications of manufacturing job loss for individual workers and
the U.S. labor market as whole, focusing on the quantity and quality of manufacturing jobs as
well as workers’ access to them. One participant commented that the decline in manufacturing
jobs affects some groups of workers more than others, with low-skilled and older workers being
especially vulnerable. A second participant noted that while trade reallocates jobs and resources
to more competitive industries, a lack of geographic mobility on the part of some workers
prevents them from taking advantage of potentially new and better jobs in sectors such as high-
value-added manufacturing and services. A third participant questioned the quality of
employment opportunities for displaced manufacturing workers, citing studies showing that
certain blue-collar workers are often forced to transition to low-paying services jobs, partly
because of import competition (Ebenstein et al. 2014; Autor, Dorn, and Hanson 2016).

Two participants emphasized that the composition of the U.S. labor market continues to change.
One illustrated this point by noting that the roughly 200,000 auto manufacturing jobs that have
been lost since the 1970s have been replaced with retail and other services-related employment at
car dealerships. This shift reflects not only the relocation of some U.S. auto manufacturing
operations overseas, but the increasing number of foreign car brands being sold in the domestic
market. Another participant agreed that fundamental changes have occurred in the U.S. labor
market, quoting an ILO study suggesting that jobs with higher pay, higher benefits, and regular
hours are being supplanted by Uber-like jobs (ILO 2014). It was suggested that the rise of this
“informal sector” of temporary, part-time, and contingent employment has led to the weakening
of workers’ bargaining power.

The Important Role of the Services Sector

Participants next explored the importance of the services sector in the U.S. job market and the
pervasive role of services in the global economy. One participant noted a study estimating the

® For more on this topic see, for example, Riker, “Export-Intensive Industries Pay More on Average: An Update,”
November 2015.
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share of services’ value added to the U.S. manufacturing sector at between 25 and 50 percent,
some of which is accounted for by digitally enabled services (USITC 2013). The participant also
noted that 40 percent of services are tradable (Jensen et al. 2005), and these services largely
include high-skilled, high-wage jobs in business services. In fact, the average wage in business
services industries is higher than the average wage in the manufacturing sector. The participant
commented that according to another study, trade through foreign direct investment (FDI) is an
important generator of services jobs (Alejandro et al. 2011), and that roughly three million U.S.
services jobs are supported by inbound FDI. At the same time, another participant pointed out
that services remain among the most highly restricted sectors in terms of international trade. The
participant noted that current trade agreements aim to lessen services trade barriers, including
those pertaining to foreign investment.

TAA and Other Employment Assistance’

Several participants commented that U.S. workers whose jobs are displaced by trade, technology,
or other means should have access to social safety nets and worker retraining programs.
Although participants broadly agreed on the need for successful retraining programs (and that the
TAA largely fails to meet the criteria for success), participants disagreed on what defines an
effective program. For example, should such a program be narrowly focused on specific
industries or skills, or should it be more broadly focused on increasing education and
employment opportunities for workers? One participant noted the importance of worker training
and placement programs for high school graduates, while another emphasized the need to
educate college graduates on employment opportunities in typically blue-collar industries, such
as agriculture. This participant stated that jobs in these industries span a range of fields—from
science and technology to finance, marketing, and management.

Another participant emphasized that, in general, workers desire employment security rather than
job security, while indicating that the former is addressed under social policies in places like
Denmark and Germany.® Several participants maintained that, in an era of globalization, large-
scale adjustment programs for displaced workers are needed; an influential post by Dani Rodrik
(2008) was cited in this regard. They argued that these programs should have a clear policy focus
and should target workers at the bottom end of the pay scale, ensuring that they retain their
wages while unemployed. At the same time, one participant, pointing to another ILO study
(2016), contended that U.S. workers should have ready access to education and training and be
covered by better health and safety standards which, in turn, would help them remain
competitive globally (ILO 2016).

’ The TAA provides financial support, employment training, and other assistance to workers whose jobs have been
dislocated due to trade. For more information on TAA see, for example, USDOL, ETA, “What Is Trade Adjustment
Assistance?” updated June 22, 2012, and Guth and Lee, “Evaluations of the Trade Adjustment Assistance Program
for Workers: A Literature Review,” May 2017.

8 participants noted that employment security can be fostered by ensuring that, among other things, workers have
access to education and training, enabling them to successfully transition between multiple jobs in a lifetime.
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The Impact of Labor Provisions in Trade Agreements on
Labor Standards

While the labor provisions of U.S. trade agreements are designed to protect U.S. workers from
unfair labor practices carried out by U.S. trade partners, some participants said that these labor
provisions have sometimes been violated by partner countries, partially offsetting the benefits of
liberalized trade. One participant stated that the potential for judicial impunity is a problem in
some countries that violate labor standards, such as Colombia, despite their participation in U.S.
FTAs. Another participant stated that although the U.S. labor movement has been committed to
raising labor standards, the effective right to free association or collective bargaining has not
been guaranteed by U.S. trade agreements, and this has had an adverse effect on U.S. workers.

A third participant suggested that, from the perspective of trade, one should focus not only on
labor itself but also on the composition of global supply chains, noting that where products are
sourced has broad implications for labor standards, employment, and worker rights. The
participant also commented that labor cases filed under the provisions of trade agreements are
more difficult to adjudicate than goods cases, and that FTA labor provisions would be more
effective if labor violations were subject to the same penalties as violations of trade in goods. By
contrast, the participant noted that a recent case in which Swaziland lost its status under the
Generalized System of Preferences (GSP) because of labor standards violations has had an
impact on other countries in Africa.’ As a result of this case, African countries are now
reforming their labor standards, including granting the right of free association to workers, in
order to acquire or maintain GSP status.

Conclusion

In general, participants agreed that trade and the use of technology in the workplace are
important, but their views regarding the effects of these trends on the labor market were mixed.
While some participants expressed the view that trade has led to the loss of U.S. manufacturing
jobs, others cited research suggesting that the decline in U.S. manufacturing employment is more
closely related to technology and automation. Several participants discussed ways in which both
trade and technology have led to increased innovation and to growth in higher-skilled, higher-
wage jobs in the U.S. and foreign labor markets. As one participant emphasized, the benefits of
trade are diffuse, but its adverse effects may be localized, affecting some industries and
communities more severely than others. One way to remedy this imbalance is to establish better
mechanisms to ensure that the benefits of trade are received by all workers. This could include

® The GSP was established under the Trade Act of 1974. It provides duty-free status to certain imports from 122
countries. For more information, see USTR, “Generalized System of Preferences,” n.d. (accessed April 17, 2017).
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broader social programs that provide support to the most vulnerable workers in the short term
while encouraging their re-employment in the long term.

On the subject of labor standards, many participants agreed that labor standard enforcement
through U.S. trade agreements remains challenging from a legal perspective or is insufficient in
its execution. Nonetheless, they maintained that to the extent that U.S. firms continue to establish
manufacturing operations overseas, it is important that U.S. policy makers work to ensure that
high labor standards are upheld by U.S. trade partners.
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