GUIDANCE FROM PUBLIC CITIZEN ABOUT INCORRECTLY CITED ECONOMIC DATA ON THE CFTA
As far as the Chamber study, it claims that implementation of the Colombia and Korea FTAs would create 383,400 jobs in the United States (http://www.uschamber.com/reports/trade-action-or-inaction-cost-american-workers-and-companies). In a later report they break out the jobs to be created by the Korea FTA (345,017), so presumably their estimate of the impact of the Colombia FTA is 38,383 jobs gained (http://www.uschamber.com/reports/failure-implement-us-korea-free-trade-agreement).

There are two main problems with their study. First, their study relies upon a computable general equilibrium (CGE) model, which have a very poor track record in prediction the impact of changes in trade policy upon trade flows. For example, a CGE study conducted by the USITC estimated that China’s tariff offer for WTO accession would only increase the U.S. trade deficit with China by one billion dollars. In reality, the trade deficit with China skyrocketed by $167 billion between 2001 and 2008.

The second problem is the Chamber’s CGE study on the FTAs nowhere gives an estimate of the increase in U.S. imports due to the FTAs. At a minimum, any study that claims to predict the effects of a trade agreement upon the U.S. economy should deal with both sides of trade – exports and imports. Given that the study does not even report any estimates of an effect on imports, it is not clear whether the study accounted for the effects of rising imports at all. Indeed, failing to account for the effects of increased imports would go a long way toward explaining how the study came up with its unreasonably large increase in the total number of jobs under the Korea and Colombia FTAs.

On the effect of the FTA upon Colombian small farmers, the Colombian Ministry of Agriculture and Rural Affairs conducted a study of the effects of an FTA with the U.S. on nine primary agricultural products and found that full liberalization would lead to a 35 percent decrease in employment in those sectors. Small farmers losing their livelihoods can destabilize rural communities, offering a breeding ground for drug cultivation and drug trafficking.

Source: “El Agro Colombiano Frente al TLC con Estados Unidos,” Ministerio de Agricultura y Desarrollo Rural, República de Colombia, July 2004, at 162-163. Available at: http://www.minagricultura.gov.co/archivos/El%20Agro%20Colombiano%20Frente%20al%20TLC.pdf
