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Hamilton vs. Jefferson

"The exercise of a free trade with all parts of the world [is] possessed 

by [a people] as of natural right, and [only through a] law of their own 

[can it be] taken away or abridged." --Thomas Jefferson: Rights of 

British America, 1774. (*) ME 1:189, Papers 1:123

“Commerce, like other things, has its fixed principles, according to 

which it must be regulated. … To preserve the balance of trade in favor 

of a nation ought to be a leading aim of [the government’s] policy.” –

Alexander Hamilton, The Revolutionary Writing of Alexander Hamilton



Tariffs, Trade and the Constitution

Article 1, Section 8 of the U.S. Constitution:

“The Congress shall have Power

To lay and collect Taxes, Duties, Imposts and Excises, to pay the Debts and provide for 

the common Defense and general Welfare of the United States; but all Duties, Imposts 

and Excises shall be uniform throughout the United States.

…

To regulate Commerce with foreign Nations, and among the several states, and with the 

Indian Tribes”



Average U.S. Tariff Rates
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Great Tariff Debate of 1888



Smoot-Hawley



Reciprocal Trade Agreements Act

Free trade and Cordell Hull

“I saw that you could not separate the idea of commerce from the idea of war and 

peace. You could not have serious war anywhere in the world and expect ecommerce to 

go on as before. And I saw that wars were often caused by economic rivalry. I 

thereupon came to believe that if we could increase commercial exchanges among 

nations over lowered trade and tariff barriers and remove international obstacles to trade, 

we would go a long way toward eliminating war itself.” -- Cordell Hull, former Secretary of 

State, in his memoirs after observing two world wars



GATT and the WTO
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The Battle in Seattle



Key U.S. Trade Agreements

North American Free Trade Agreement (NAFTA) 

(maybe now the United States-Mexico-Canada 

Agreement (USMCA))

U.S.-Korea Free Trade Agreement (KORUS)

Dominican Republic-Central America Free Trade 

Agreement (CAFTA-DR)



Obama Era

Trans-Pacific Partnership



Obama Era

TPP
❖ Tobacco carve-out 



Trump Era

“The Trans-Pacific Partnership is another disaster done 

and pushed by special interests who want to rape our 

country, just a continuing rape of our country.”

-- President Donald Trump



Trump Era



An Infamous Tweet…



This One Too…



The Tweets!



Tariff Debate Continued

Trump on the 1888 Tariff Debate Trump:
“But, you know, they had a debate in — it was really a 

tough time in our country because we had so much money, 

we didn’t know what the hell to do with it. Tough, tough, 

tough. It was called the Great Tariff Debate. …

…

… And the debate was: We didn’t know what to do with all 

of the money we were making. We were so rich. And 

McKinley, prior to being president, he was very strong on 

protecting our assets, protecting our country. And he made 

statements that, “Others cannot come into our country and 

steal our wealth and steal our jobs, and build their country 

and not defend our country. We can’t do that. We can’t 

ever allow that to happen.”





Trump and Japan



Trade Deficit

Source: United States Census, U.S. International Trade in Goods and 

Services data
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Trade Deficits and Recessions



Trade Deficits

Milton Friedman, 1976 Nobel Memorial Prize winner:
In the international trade area, the language is almost always about how we must 

export, and what’s really good is an industry that produces exports. And if we buy 

from abroad and import, that’s bad. But surely that’s upside-down. What we send 

abroad we can’t eat, we can’t wear, we can’t use for our houses. The goods and 

services we send abroad, are goods and services not available to us. On the other 

hand, the goods and services we import, they provide us with TV sets we can 

watch, automobiles we can drive, with all sorts of nice things for us to use. The gain 

from foreign trade is what we import. What we export is the cost of getting those 

imports. And the proper objective for a nation as Adam Smith put it, is to arrange 

things, so we get as large a volume of imports as possible, for as small a volume of 

exports as possible.

This carries over to the terminology we use. When people talk about a favorable 

balance of trade, what is that term taken to mean? It’s taken to mean that we export 

more than we import. But from the point of view of our well-being, that’s an 

unfavorable balance. That means we’re sending out more goods and getting fewer 

in. Each of you in your private household would know better than that. You don’t 

regard it as a favorable balance when you have to send out more goods to get less 

coming in. It’s favorable when you can get more by sending out less.



Trade Deficits

Greg Mankiw, Harvard University:

When the United States buys goods and services from other 

nations, the money Americans send abroad generally comes back 

in one way or another. One possibility is that foreigners use it to buy 

things we produce, and we have balanced trade. The other 

possibility, which is relevant when we have trade deficits, is that 

foreigners spend on capital assets in the United States, such as 

stocks, bonds and direct investments in plants, equipment and real 

estate.



Trade Deficits

Gary Hufbauer, Peterson Institute of Economic Studies:
The size of the trade deficit is primarily determined by four macroeconomic 

forces:

• The difference between US household and business savings on the one 

hand and spending by US residential construction and business 

investment on the other hand;

• The combined deficit of federal, state, and local governments;

• The level of economic activity in the rest of the world, particularly in 

countries that are close trading partners of the United States;

• The trade-weighted exchange rate of the US dollar.

Putting these forces together, the United States incurs a trade deficit when 

it spends more than it earns.

Free trade agreements might alter the size of the US bilateral trade deficit 

with the partner country, but they make little difference to the overall size of 

the US trade deficit with the world. 



Trade Deficits

Douglas Irwin, Dartmouth College:

The United States has run a deficit in its current account—the 

broadest measure of trade in goods and services—every year 

except one since 1981. Why? Because as a low-saving, high-

consuming country, the United States has long been the recipient 

of capital inflows from abroad. Reducing the current account deficit 

would require foreigners to purchase fewer U.S assets. That, in 

turn, would require increasing domestic savings or, to put it in less 

popular terms, reducing consumption.

[T]he trade deficit usually increases when the economy is growing 

and creating jobs and decreases when it is contracting and losing 

jobs. The U.S. current account deficit shrank from 5.8 percent of 

gdp in 2006 to 2.7 percent in 2009, but that didn’t stop the economy 

from hemorrhaging jobs.



Trade Deficits

Dan Ikenson, Cato Institute:
Y = C + I + G + X – M, which accounts for the disposition of GDP… The 

accounting identity says that national output is either (C)onsumed by 

households; consumed by businesses as (I)nvestment; consumed by 

(G)overnment as public expenditures; or e(X)ported. … But there is no 

inverse relationship between imports and GDP… In fact, there is a strong 

positive relationship between changes in the trade deficit and changes in 

GDP.

The dollars that go abroad to purchase foreign goods and services 

(imports) and foreign assets (outward investment) are matched virtually 

identically by dollars coming back to the United States to purchase U.S. 

goods and services (exports) and U.S. assets (inward investment). Any 

trade deficit (net outflow of dollars) is matched by an investment surplus 

(net inflow of dollars). This process helps explain the absence of an inverse 

relationship between the trade deficit and jobs and between the trade deficit 

and domestic output, which is all that anyone needs to observe to 

appreciate how badly the Bernstein-Baker piece misses the mark.



Trade Deficits

Mark J. Perry, AEI  & University of Michigan:
When American businesses and consumers voluntarily purchase more products 

from China than Chinese businesses and consumers buy from us, it does lead to a 

U.S. trade deficit with China. But the trade deficit can't accurately be referred to a 

“loss,” because it's based on millions of mutually agreeable individual exchanges that 

took place between a willing seller and a willing buyer.

[W]e acquired $482 billion of merchandise made in China and they acquired only 

$116 billion of merchandise made in the U.S., for a net merchandise surplus of $366 

billion in our favor. China “lost” a net amount of $366 billion of goods that ended up 

being consumed and enjoyed by Americans.

It would also be accurate to say that China gained a net amount of $366 billion worth 

of U.S. currency, the exact amount of the trade deficit. But what happened to those 

dollars? They aren't sitting idly somewhere. On the contrary, they quickly came back 

into the U.S. as a capital inflow to purchase America's financial assets like corporate 

stock and bonds, real estate, bank deposits and Treasury securities, and as foreign 

direct investment in America's factories and businesses.



USTR Robert Lighthizer

“Grand Old Protectionists”

“Free trade has long been popular with liberals, and it remains so with liberal elites today. 

The editorial pages of major newspapers consistently support free trade. Ted Kennedy 

supported the advance of free trade. President Bill Clinton fought hard to win approval of 

the North American Free Trade Agreement. Despite some of his campaign rhetoric, 

Barack Obama is careful to express qualified support for free trade, even when stumping 

in the industrial Midwest.

Moreover, many American conservatives have opposed free trade. Jesse Helms, the 

most outspoken conservative in the Senate for three decades, was no free trader. 

Neither was Alexander Hamilton, who could be considered the founder of American 

conservatism.” – Robert Lighthizer, New York Times, March 6, 2008



Domestic Trade Statutes

Anti-Dumping/Countervailing Duties

Section 201 of the Trade Act of 1974

Section 232 of the Trade Expansion Act of 1962

Section 301 of the Trade Act of 1974

International Emergency Economic Powers Act 

(IEEPA)



National Security

❖ US Section 232 measures:

▪ 25% tariff on steel products

▪ 10% tariff on aluminum products

▪ Quotas and other exclusions: Canada, Mexico, South Korea, Australia, Argentina, Brazil.

▪ Autos coming soon?



Section 301

- Unilateral tariffs to challenge China’s trade practices.



The Chosen One



The Tariffs Keep Going Up



China’s Retaliation







But The People Want Tariffs?



Trump and Trade Agreements

❖New KORUS

❖NAFTA/USMCA

❖China?

❖Japan? India? Brazil?

❖EU? UK?

❖WTO (dispute settlement, developing 

countries, notifications)







Is the WTO Judiciary Biased?

❖Trump, October 2017:
The WTO, World Trade Organization, was set up for the benefit for everybody but us. 

They have taken advantage of this country like you wouldn’t believe.

And I say to my people, you tell them, like as an example, we lose the lawsuits, almost all 

of the lawsuits in the WTO — within the WTO. Because we have fewer judges than other 

countries. It’s set up as you can’t win. In other words, the panels are set up so that we 

don’t have majorities. It was set up for the benefit of taking advantage of the United 

States.

❖Lighthizer, 2008:
Modern free traders …see only bright lines, even when it means bowing to the whims of 

anti-American bureaucrats at the World Trade Organization.



Is the WTO Judiciary Biased?

❖Trump, August 2019:

And, you know, we were losing all our cases until I came along. We were losing all our 

cases in the World Trade Organization. Almost every case, we were — lost, lost, 

lost. They thought we were stupid. They were the ones ruling.

And then I came along. Now we’re winning a lot of cases because they know that they’re 

not on very solid ground. We will leave, if we have to. And all of the sudden, we’re 

winning a lot of cases. We’re winning most of our cases. And it’s only because of 

attitude, because we know that they have been screwing us for years. And it’s not going 

to happen any longer. They get it. They get it. So they’re giving us victories. They’re 

giving us victories.



Bernie Sanders on Trade

“I voted against NAFTA, CAFTA, PNTR with China. I think they have been a disaster for the 

American worker. A lot of corporations that shut down here move abroad. Working people 

understand that after NAFTA, CAFTA, PNTR with China we have lost millions of decent 

paying jobs.”

“I do not believe in unfettered free trade. I believe in fair trade which works for the middle 

class and working families, not just large multinational corporations.”

“Over the years, we have lost millions of decent paying jobs. These trade agreements have 

forced wages down in America so the average worker in America today is working longer 

hours for lower wages.”

“They want to expand--and it is not only Republicans here, some Democrats as well--our 

disastrous trade policies so large companies can continue their efforts to outsource 

American jobs to China and other low-wage countries.”



Elizabeth Warren

“A Plan for Economic Patriotism”

“I think that was a trading deal that was not good for the American people and not good 

for the American worker. It was a trading deal that was written in order to help giant 

corporations.”

“People are angry because trade deals seem to be building jobs and opportunities for 

workers in other parts of the world, while leaving abandoned factories here at home.”

“For big corporations, trade agreement time is like Christmas morning.”

“Are you ready to fight? Are you ready to fight any more deals that say we're going to 

help the rich get richer and leave everyone else behind?”



Recent EU Trade Agreements

EU-Japan Economic Partnership Agreement 

(EPA)

European Union-Vietnam Free Trade Agreement 

(EVFTA)

European Union-Mercosur Free Trade Agreement



US Complaints toward China

Developing country / Developed country

Section 301 (tech transfer, foreign investment 

restrictions, licensing, cyber intrusion)

Compliance with WTO commitments and rulings



China’s Compliance Record



Litigated Cases (14 Matters / 21 Complaints)



Litigated Cases (14 Matters / 21 Complaints)



Litigated Cases (14 Matters / 21 Complaints)



Litigated Cases (14 Matters / 21 Complaints)



Litigated Cases (14 Matters / 21 Complaints)



Resolved/abandoned cases 

(10 matters/15 complaints)



Resolved/abandoned cases 

(10 matters/15 complaints)



Resolved/abandoned cases 

(10 matters/15 complaints)



Recent pending cases (6 matters / 8 

complaints)



Recent pending cases (6 matters / 8 

complaints)


